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_  Events 


The  1987  General  Election 


The  fourth  General  Election  during  the  period  of  the  New  Order  govern- 
ment was  held  simultaneously  throughout  Indonesia  on  23rd  April  1987.  This 
general  election  was  held  to  elect  members  of  the  House  of  Representatives 
(DPR)  and  at  the  same  time  for  the  membership  of  the  People's  Consultative 
Assembly  (MPR)  for  the  period  of  1987-1992. 

Results  of  the  ballot  counting  showed  that  PPP  (United  Development  Par- 
ty) experienced  a  setback,  with  only  61  DPR  seats;  Golkar  (the  Functional 
Group)  was  again  the  victor  in  the  general  election  and  succeeded  to  augment 
the  number  of  seats  obtained,  from  264  to  become  299  DPR  seats.  PDI  (the  In- 
donesian Democracy  Party)  has  also  succeeded  in  increasing  the  number  of 
seats  obtained  though  still  less  in  number  than  that  of  PPP.  This  party  ob- 
tained 40  DPR  seats. 

This  1987  General  Election  was  held  in  a  peaceful  atmosphere  as  compared 
with  the  previous  general  elections,  especially  those  held  in  1977  and  1981. 
Viewed  from  the  national  point  of  view,  this  time  the  general  election  has  been 
held  in  a  more  peaceful  and  secure  manner.  Social  upheavals  which  often 
coloured  the  previous  held  elections  have  very  much  diminished  in  their  inten- 
sity if  they  occured. 

Such  a  situation  has  been  made  possible  by  some  supportive  factors, 
especially  after  Pancasila  was  accepted  by  the  organisations  as  the  sole  princi- 
ple in  social,  national  and  state  life,  and  ABRI  (the  Indonesian  Armed  Forces) 
acted  justly  and  correctly  in  the  last  general  election.  The  acceptance  of  Pan- 
casila as  the  sole  principle  by  the  organisations  means  that  the  specific 
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characteristics  of  a  political  party,  which  reflected  its  explicit  form  of  ideology 
were  having  no  place  any  longer  at  present.  Pancasila  as  the  sole  principle, 
which  among  other  things  becomes  the  foundation  for  the  development  of  a 
political  culture  which  is  in  line  with  the  basis  and  ideology  of  the  state,  aside 
from  serving  the  purpose  of  terminating  the  phase  of  ideological  conflicts  and 
of  achieving  a  more  realistic  national  integration,  has  brought  about  initial  en- 
couraging results.  Ideological  conflicts  which  are  among  other  things  caused 
by  the  still  prevailing  identity  principles  used  in  the  previous  general  elections 
has  to  a  large  extent  diminished. 

There  was  also  some  progress  shown  in  the  patterns  and  themes  of  the  cam- 
paigns. Religious  issues  and  old  patterns  which  could  arouse  the  emotions  of 
the  masses  and  which  could  lead  to  racist  sentiments  were  not  noticeable. 
However,  remnants  of  old  practices  of  political  life,  still  occurred  frequently 
either  amongst  certain  circles  of  the  organisations'  leadership  participating  in 
the  general  election  or  among  certain  circles  in  society.  Seemingly  this  was  a 
natural  phenomenon,  since  old  practices  of  political  culture,  which  certain 
circles  strongly  adhered  to,  need  quite  a  long  time  to  change.  It  would  be  dif- 
ficult to  change  in  a  short  time  the  old  patterns  which  were  entrenched  for  such 
a  long  time  in  society. 

Another  factor  which  also  affected  the  peaceful  atmosphere  was  ABRI's 
firm  and  correct  stance  in  carrying  out  their  duties.  Opinions  expressed 
in  newspapers  or  magazines  generally  applauded  ABRI's  stance  shown 
during  the  1987  General  Election.  ABRI  have  carried  out  their  task  justly,  artd 
consequently  their  prestige  has  risen  in  the  eyes  of  the  society  at  large.  It  is 
hoped  that  in  the  future  ABRI  could  become  an  arbiter  for  organisations  par- 
ticipating in  the  general  election  in  particular,  and  for  the  people  in  general.  It 
was  the  just  and  firm  attitude  as  shown  by  ABRI  that  has  become  another  fac- 
tor, aside  from  the  diminishing  ideological  conflicts,  which  brought  about  the 
peaceful  atmosphere  during  the  general  election.  Hence,  ABRI  are  expected  to 
function  not  only  as  catalyst  and  stabiliser,  but  will  develop  into  a  dynamic 
and  democratising  force  in  the  future. 


Table  1 

THE  PEOPLE'S  PARTICIPATION  IN  THE  GENERAL  ELECTION 


1982 

1987 

Increase 

Percentage 

1.  Total  Population 

146,531,733 

162.921,887 

16.390,154 

11.185 

2.  Registered  Voters 

82,133,639 

93,965,955 

11,832,313 

14.406 

3.  Valid  Ballots 

75,126,306 

85,809,816 

10,683,510 

14.22 

4.  Percentage  of  the  population  registered 

for  the  General  Election 

56.0519b 

57.675% 

1.624% 

5.  Percentage  of  the  population  casting  valid  votes 

51.269% 

52.6699. 

1.4% 

6.  Percentage  of  the  registered  voters 

casting  votes 

91.468% 

91.320% 

-0.148% 
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Table  3 

DISTRIBUTION  OF  DPR  SEATS  RESULTING  FROM  THE  GENERAL  ELECTIONS 
IN  1977,  1982,  AND  1987 


INO. 

Electoral  Regions 

PPP 

Golkar 

PD1 

1977 

1982 

1987 

1977 

1982 

1987 

1977 

1982 

198" 

1. 

Special  Territory  of  Aceh 

6 

6 

4 

4 

4 

n 
u 

1 

2. 

North  Sumatra 

,  4 

4 

3 

12 

14 

15 

4 

3. 

West  Sumatra 

5 

5 

3 

9 

9 

1 1 

o 

o 

n 
u 

4. 

Riau 

2 

2 

1 

4 

4 

g 

o 

o 

o 

5. 

South  Sumatra 

4 

4 

2 

5 

6 

9 

] 

1 

2 

6. 

Jambi 

.  1  _ 

1 

1 

5 

5 

j 

o 

o 

o 

7. 

Bengkulu 

1 

1 

1 

3 

3 

3 

o 

0 

o 

8. 

Lampung 

2 

2 

1 

5 

5 

9 

1 

] 

o 

9. 

Special  Territory  of  the 

Capital  City  of  Jakarta 

5 

5 

3 

5  • 

6 

8 

2 

2 

A 
H 

10. 

West  Java 

14 

13 

8 

33 

32 

44 

3 

c 

3 

9 
8 
I 

11. 

Central  Java 

15 

14 

10 

27 

31 

40 

in 
1 

6 

12. 

Special  Territory  of  Yogyakarta 

1 

1 

1 

4 

4 

5 

1 

i '  A  * 

13. 

Can L  Java 

21 

21 

13 

35 

32 

46 

3 

5 

14. 

West  Kalimantan 

1 

1 

1 

5 

!  5*  : 

5 

1 
0 

1 
0 
1 

15. 

Central  Kalimantan 

2 

1 

1 

4. 

5 

5 

0 

16. 

South  Kalimantan 

5 

4 

2 

5 

.  6~T 

7 

0 

0 

17. 

East  Kalimantan 

2 

2 

1 

3 

4 

4 

1 

0 

1 

18. 

North  Sulawesi 

1 

1 

0 

4 

5 

5 

1 

0 

I 

19. 

Central  Sulawesi 

1 

1 

3 

3 

33ij  ~ 

0 

0 

0 

20. 

Southeast  Sulawesi 

0 

0 

0 

4 

i  4  ,  ?. 

4 

0 

0 

0 

21. 

South  Sulawesi 

3 

2 

2 

20 

21 

21 

5  o 

0 

0 

22. 

Bali 

0 

0 

0 

7 

7 

7 

l 

1 

1 

23. 

West  Nusa  Tenggara 

2 

■  2 

1 

4 

4 

6 

0 

0 

0 

24. 

East  Nusa  Tenggara 

0 

0 

0 

11 

12 

11 

i 

0 

1 

25. 

Maluku 

1 

1 

1 

3 

3 

3 

0 

0 

0 

26. 

Irian  Jaya 

0 

0 

0 

8 

8 

8 

1 

1 

1 

27. 

East  Timor 

0 

0 

4 

4 

0 

0 

Total 

99 

94 

61 

226 

246 

299 

31 

24 

40 

Based  on  the  announcement  made  by  the  General  Election  Institute,  the 
participation  of  the  Indonesian  people  in  the  1987  General  Election  turned  out 
to  be  quite  high.  The  percentage  of  the  number  of  voters  exercising  their  voting 
rights  was  high,  more  than  90  per  cent  as  was  the  case  with  the  previous  general 
elections  (1971,  1977  and  1982).  An  insignificant  change  did  occur,  but  was 
not  obvious.  The  change  only  occured  gradually  (see  Table  1).  The  percentage 
of  valid  ballots  compared  to  the  1982  General  Election  has  decreased,  though 
relatively  small,  i.e.  by  less  than  0.25  per  cent,  or  exactly  0.148  per  cent. 

The  high  rate  of  people's  participation  is  among  other  things  due  to  the  at- 
titude of  the  greater  part  of  the  Indonesian  people  who  still  consider  casting 
votes  as  a  moral  obligation.  Apart  from  that,  the  paternalistic  pattern  is  still 
quite  dominant  in  Indonesian  society.  This  is  closely  related  to  the  nature  of 
the  Indonesian  society  which  is  still  traditionally  paternalistic.  Another  factor 
which  should  be  born  in  mind  is  the  fact  that  the  role  of  the  government  in 
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giving  political  guidance  to  the  people  is  quite  striking  so  that  the  people  have 
become  increasingly  aware  of  their  rights  and  duties  to  take  part  in  political  life. 

Eventually  the  overall  outcome  of  the  1987  General  Election  could  be  ex- 
plained by  comparing  it  with  those  of  the  previously  held  general  elections. 
PPP  obtained  61  DPR  seats  from  the  13,701,428  votes  scored,  Golkar  got  299 
seats  for  the  DPR  from  the  62,783,680  votes  scored,  and  PDI  got  40  seats  for 
the  DPR  from  the  9,324,708  votes  scored.  The  complete  list  of  the  distribution 
of  seats  and  the  votes  obtained  by  the  three  contestants  is  included  in  Table  2. 

It  turns  out  that  the  number  of  DPR  seats  obtained  by  the  three  contestants 
in  the  general  election  reflected  some  changes  or  shifts  as  compared  with  the 
outcome  of  the  previous  general  elections.  The  number  of  seats  obtained  by 
PPP  keeps  decreasing  from  99  seats  in  1977  it  became  94  in  1982  and  61  in 
1987.  On  the  other  hand,  that  of  Golkar  increased  from  266  in  1977,.  to 
become  246  in  1982  and  299  in  1987.  Whereas  that  of  the  PDI  shows  a  decrease 
as  well  as  an  increase  as  follows:  from  31  in  1977,  it  became  24  in  1982  and  40 
in  1987. 

The  complete  list  of  seats  obtained  in  each  electoral  region  can  be  seen  in 
Table  3. 

M.  SUDIBJO 


Indonesia's  Changing  Perception 
of  Intellectual  Properties 


Intellectual  property  has  been  known  in  Indonesia's  legal  vocabulary  since 
long  time  ago.  Only  four  years  after  the  proclamation  of  its  independence  the 
country  acceeded  to  the  Paris  Convention  for  the  Protection  of  Industrial  Pro- 
perty in  which  patents,  utility  models,  industrial  designs,  trademarks,  service 
marks  and  trade  names  are  covered.  Since  then,  a  big  number  of  patents  of 
which  the  majority  is  of  American  origin,  has  been  registered  in  the  country's 
General  Register  of  Patents  inspite  of  the  absence  of  a  patent  law.  A  law  on 
trademarks  based  on  the  principles  of  first  user  was  passed  in  1961  and  has  re- 
mained in  force  without  any  revision.  As  regards  literary  and  artistic  works, 
Indonesia  is  neither  a  party  to  the  Berne  Convention  1886  nor  to  the 
UNESCO's  Universal  Copyright  Convention  1957.  Nonetheless,  a  law  on 
copyright  has  been  in  force  since  1982  which  also  has  a  provision  on  foreign 
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rights.  Legally  speaking,  in  other  words,  Indonesia  who  also  is  a  member  of 
both  the  World  Intellectual  Property  Organisation  (WIPO)  and  the  Patent  Co- 
operation Treaty  1978,  has  been  involved  in  the  "international  system"  for  the 
protection  of  intellectual  properties.  However,  both  Indonesian  nationals  and 
foreigners  criticise  the  inadequacy  of  the  existing  laws,  not  to  speak  of  their  en- 
forcement. 

There  are  many  reasons  behind  the  weak  commitment  of  Indonesia  to  the 
protection  of  intellectual  properties.  First  of  all,  the  concept  of  individual  pro- 
perty is  seen  by  many  with  suspicion  because  of  the  deeply  rooted  preference 
for  collective  ownership,  be  it  communal  or  state.  "Ours"  instead  of  "mine" 
is  the  most  frequently  used  possessive  pronoun  in  the  Indonesian  Language 
Secondly,  the  perception  of  intellectual  properties  is  strongly  dependent  on  the 
stage  of  economic  development.  The  more  advanced  the  economy  is,  the 
stronger  the  preference  for  a  strong  protection  of  intellectual  properties  tends 
to  be;  In  no  way  is  it  an  exception  that,  until  recently,  Indonesia  tends  to 
disregard,  wherever  possible,  foreign  intellectual  property  rights.  It  took  100 
years  for  the  United  States  to  extend  the  coverage  of  its  copyright  law  to 
foreign  rights.  Holland  repealed  its  patent  law  in  1869  and  remained  without  it 
until  1910  as  it  turned  out  that  it  was  foreigners  rather  than  Dutch  Nationals 
who  reaped  the  benefits  out  of  the  protection  offered  by  the  patent  law.  The 
Swiss  patent  law  which  was  finally  adopted  in  1887  after  a  long  period  of  an 
embittered  debate,  required  a  model  as  a  condition  for  patentability  and  ex- 
cluded, thereby,  the  textile  and  chemical  industries  which  then  relied  heavily 
on  infringed  processes  developed  elsewhere,  notably  in  the  chemical  giant, 
Germany.  A  similar  argument  was  again  put  forward  in  the  1970s  by  the 
Group  of  77  when  the  developing  countries  criticised  the  existing  system  of 
protection  of  intellectual  properties,  and  a  demand  for  a  preferential  treatment 
was  tabled  against  the  principles  of  national  treatment,  automatic  protection, 
independence  of  protection  and  minimum  rights  which,  together,  constitute 
the  foundation  of  the  three  major  conventions  for  the  protection  of  intellec- 
tual properties.  Finally,  intellectual  properties  did  not  belong  to  the  priority 
issues  of  the  international  "grosspolitik"  of  the  first  three  decades  after  World 
War  II.  Hence,  governments  all  over  the  world  found  it  unnecessary  to 
seriously  address  the  issues  of  intellectual  properties. 

It  follows  from  the  above  that  the  position  of  a  particular  country  on  the 
protection  of  intellectual  properties  is  crucially  dependent  on  the  perceived 
costs  and  benefits,  pecuniary  and  otherwise,  which  in  turn  vary  according  to 
the  specific  circumstances  facing  the  country  concerned.  The  position  as  a  net 
importer  of  disembodied  knowledge  and  technology  ~  the  objects  of  intellec- 
tual property  rights  are  sometimes  called  disembodied  knowledge  and 
technology  -  is  not  the  only  variable  on  which  the  position  on  the  protection 
of  intellectual  properties  needs  to  be  based.  Indeed,  recent  debates  among  In- 
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donesian  lawyers,  economists,  businessmen  and  politicians  have  revealed  new 
hints  as  to  the  actual  balance  of  costs  and  benefits  of  a  virtual  ignorance  of  in- 
tellectual property  rights,  national  and  foreign  alike,  which  the  government  of 
Indonesia  adhered  to  until  recently. 

First  of  all,  thanks  to  the  progress  of  industrialisation  the  country  is  ex- 
periencing a  learning  process  which  in  the  meantime  has  led  to  a  greater  ap- 
preciation of  individual  properties.  The  embedded  suspicion  of  an  individual 
ownership  constitution  has  softened  as  it  turned  out  that  workers  can  also 
prosper  under  private  employers.  Secondly,  the  formal  position  of  the  govern- 
ment appears  to  be  of  relevance  only  to  a  small  number  of  cases.  Fierce  com- 
petition among  domestic  traders  and  industrialists  for  the  rights  of  distribution 
and  or  local  production  of  goods  and  services  of  foreign  origin  does  not  allow 
a  situation  to  prevail  where  traders  and  industrialists  can  disregard  foreign 
rights  without  risking  a  high  penalty.  Know-how  and  technology  contracts  are 
among  the  important  components  of  relations  between  the  Indonesian 
business  community  and  its  foreign  counterpart  though  little  is  known  em- 
pirically about  these  contracts  given  the  strong  tendency  among  businessmen 
to  treat  this  kind  of  information  as  top  secret.  In  other  words,  the  majority  of 
Indonesia's  business  establishments  have  perhaps  silently  complied  to  the 
existing  system  of  international  protection  of  intellectual  properties  on  reasons 
related  to  business  interests.  The  government,  too,  who  otherwise  is  strongly  in 
favour  of  restrictive  regulation  in  the  conduct  of  economic  policy,  has  hardly 
imposed  any  restriction  on  know-how  and  technology  contracts  lest  such  a 
restriction  would  deteriorate  further  the  attractiveness  of  Indonesia  to  foreign 
investors.  Thirdly,  in  the  few  areas  where  infringement  of  foreign  rights  is 
relatively  easy  but  difficult  to  detect,  Indonesia's  businessmen  do  not  have  the 
necessary  technical  capability  to  infringe,  the  entertainment  industry  being  an 
exception.  Even  in  this  exceptional  case  the  American  Intellectual  Property 
Alliance  seems  to  have  exaggerated  when  it  claimed  that  infringement  on  In- 
donesia's side  has  cost  the  American  recording,  motion  picture,  publishing 
and  software  industries  US$206  million  of  annual  sales.  In  other  words, 
forgone  benefits  in  case  of  a  stronger  protection  of  foreign  rights  is  estimated 
to  be  small.  Fourthly,  the  1980s  has  witnessed  the  re-emergence  of  the  interna- 
tional protection  of  intellectual  properties  as  a  priority  item  in  the  agenda  of 
"grosspolitik"  thanks  largely  to  American  crusade  against  unfair  trade  prac- 
tices. Today's  United  States  is  to  Asia-Pacific  countries  similar  to  what  Ger- 
many was  to  the  less  advanced  countries  of  Europe  in  the  1880s.  The  deter- 
mination of  the  United  States  to  make  access  to  its  market  conditional  on  the 
response  of  its  respective  trading  partners  to  the  American  demand  for  a  more 
effective  protection  of  intellectual  properties,  is  unmistakable.  This  linkaging 
of  issues  may  turn  out  to  be  of  little  help  to  the  curing  of  the  huge  trade  deficits 
of  the  United  States.  However,  this  appears  to  be  immaterial  at  a  time  when 
American  politicians  strongly  believe  that  the  success  of  other  countries  to 
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penetrate  the  American  market  is  partly  due  to  the  infringement  of  American 
rigths.  Taking  this  perception  into  account  and  its  newly  embarked  "export- 
led  growth"  which  relies  heavily  on  export  of  manufactured  products  to  the 
American  market,  Indonesia  has  in  fact  found  it  in  its  interest  to  be  more  ac- 
commoditive  towards  the  American  demand  for  more  protection  on  intellectual 
properties.  Fifthly,  the  increased  reliance  of  economic  development  on  rapid 
technological  change  and  the  reliance  of  the  latter  on  expensive  R  &  D  ac- 
tivities are  well  understood  by  Indonesians.  The  idea  of  promoting  techno- 
logical progress  through  an  incentives  system  which  allows  a  temporary  ex- 
clusive appropriation  of  the  benefits  accruing  to  R  &  D  activities  -  this  is  the 
core  argument  for  the  protection  of  intellectual  properties  -  is,  therefore,  get- 
ting a  widening  support  among  Indonesian  economists.  Finally,  the  inclusion 
of  Indonesia  in  the  list  of  pirate  paradise  by  Bob  Geldof  and  the  American  in- 
tellectual Property  Alliance  is  widely  perceived  to  be  far  too  costly  to  justify 
the  enrichment  of  a  very  small  number  of  counterfeiters  who,  unlike  the 
Koreans  and  Taiwanese,  are  involved  in  the  infringement  of  technologically 
meaningless  rights. 


Indonesia's  changing  perception  of  intellectual  properties  has  already  been 
reflected  in  the  willingness  of  the  government  to  improve  the  laws  on  trade- 
marks and  copyrights  and  to  prepare  a  law  on  patent.  This  willingness, 
however,  does  not  mean  an  unconditional  adoption  of  what  other  countries 
seek  to  establish  as  regards  the  system  of  international  protection  of  intellec- 
tual properties.  As  a  developing  country  Indonesia  has  indeed  its  own 
legitimate  interests  which  are  needy  of  protection.  In  no  way  would  Indonesia 
adopt  a  system  which  runs  counter  to  the  transfer  of  technology.  In  other 
words,  it  is  only  fair  if  Indonesia  asks  for  a  "compensation"  for  the  "conces- 
sion" it  is  willing  to  offer  to  the  developed  countries.  Such  "compensation" 
may  consist  of  various  elements  which  are  impossible  to  scrutinise  here. 
Suffice  it  to  say  that  intellectual  property  rights  are  often  misused  by  their 
respective  holders  as  an  ambush  for  restrictive  business  practices.  There  are 
cases  in  which  patent  is  misused  to  perpetuate  the  monopoly  of  a  particular 
company  in  a  particular  country,  claiming  that  import  is  part  of  the  protected 
rights  in  contravention  of  the  spirit  of  the  Paris  Convention.  There  are  cases  in 
which  a  particular  invention  of  a  particular  overseas  subsidiary  of  a  trans- 
national corporation  is  freezed  to  the  advantage  of  the  inventions  made  by  the 
mother  company.  There  are  cases  in  which  a  licencor  requires  its  licencee  to 
refrain  from  further  developing  the  product  or  process  under  licence,  to  agree 
on  a  compulsory  procurement,  or  to  refrain  exporting  to  a  specified  market 
segment.  In  short,  the  examples  are  abundant  in  which  the  protection  of  in- 
tellectual properties  is  being  misused  to  hamper  rather  than  to  promote  the 
transfer  of  technology  on  which  future  economic  development  of  developing 
countries  is  dependent. 
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Bilateral  negotiation  on  the  various  issues  of  technology  transfer  has 
turned  out  to  be  successful  in  a  very  few  cases  only,  while  a  giant  negotiation 
like  the  one  sponsored  by  UNCTAD  has  proved  to  be  insensitive  to  the  specific 
need  of  a  particular  country.  This  is,  perhaps,  one  of  the  reasons  behind  the 
emergence  of  a  regional  policy  on  intellectual  properties  such  as  the  European 
Patent  Law.  To  negotiate  more  effectively  and  to  give  a  flesh  to  the  ASEAN 
economic  co-operation  it  is  highly  opportune  for  Indonesia  to  promote 
regional  co-operation  in  matters  related  to  intellectual  properties. 


Djisman  S.  SIMANDJU&TAK 


Indonesia-China  Direct  Trade: 
The  First  Two  Years 


Two  years  have  elapsed  since  the  signing  of  the  Memorandum  of 
Understanding  (MOU)  between  KADIN  and  CCPIT  which  marked  the 
resumption  of  direct  trade  relations  between  Indonesia  and  the  People's 
Republic  of  China. 

Two  general  observations  can  be  made  with  regard  to  the  development  of 
bilateral  trade  during  the  past  two  years.  Firstly,  two-way  direct  trade  has 
increased.  Based  on  official  Indonesian  statistics,  in  1986  Indonesia's  exports 
to  China  increased  by  65  per  cent  from  the  previous  year  and  its  imports  from 
China  increased  by  35  per  cent.  The  increases  are  not  so  spectacular  if  one 
takes  into  account  the  low  level  of  trade  between  the  two  countries.  However, 
one  should  view  this  increase  against  the  background  of  a  generally  slow 
growth  in  world  trade.  Also  of  importance  is  the  fact  that  the  resumption  of 
Indonesia's  direct  trade  with  China  occured  at  the  time  of  slower  growth  in 
China's  imports. 

Secondly,  despite  the  modest  increase  of  trade  so  far  there  continue  to  be 
the  belief  and  hopes  on  both  sides  that  the  potentials  for  increased  two-way 
trade  remain  to  be  large.  In  terms  of  direct  trade,  careful  monitoring  by 
KADIN  suggests  that  during  the  period  July  1985-December  1986  the  total 
volume  of  Indonesia's  direct  trade  with  China  has  reached  the  US$400  million 
level.  KADIN  leaders  were  confident  that  the  total  volume  of  trade  would 
soon  be  above  US$500  million  annually.1 

lAntara,  30  March  1987. 
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This  target  is  not  beyond  reach.  The  author's  estimate  suggests  that  total 
bilateral  trade  volume  -  covering  both  direct  and  indirect  trade  --  has  already 
surpassed  US$500  million  in  1985.  Furthermore,  potentials  for  increased  two- 
way  trade  have  been  identified  largely  on  the  basis  of  commodities  which 
already  are  being  exchanged.  China's  modernisation  and  Indonesia's  further 
industrialisation  definitely  create  new  opportunities  for  trade  between  the  two 
countries.  The  purchase  by  China  of  Indonesian  crude  oil  last  year  has  never 
been  imagined  before,  and  provides  a  good  example  of  such  a  positive 
development.  Perhaps,  the  exchange  of  textile  raw  materials  would  give  an 
even  more  interesting  example  of  the  potentials  for  increased  intra-industry 
trade  co-operation.  Thus,  what  traditionally  are  seen  as  areas  of  competition 
may  turn  into  areas  for  co-operation. 

The  visit  to  China  of  a  KADIN  delegation  in  July  1985,  to  mark  the  official 
re-opening  of  direct  trade,  resulted  in  an  identification  of  Indonesian  products 
which  can  be  traded  directly  with  China.  These  included:  cement:  fertilisers, 
plywood,  sawn  timber,  rattan,  textile  raw  materials,  steel,  natural  rubber,' 
cocoa,  and  coffee.  The  KADIN  delegation  estimated  that  transactions  in- 
volving those  commodities  would  amount  to  about  US$350  million.  Exports 
of  those  commodities  to  the  amount  estimated  may  have  been  reached  within 
the  two  years  after  the  visit. 

Table  1,  based  on  official  Indonesian  statistics,  shows  that  recorded  ex- 
ports to  China  increased  to  around  US$11.6  million  on  average  a  month 
throughout  1986  from  US$7  million  on  average  a  month  in  the  previous  year. 
During  the  first  two  months  of  1987,  the  average  value  of  Indonesia's  exports 
to  China  increased  to  US$15  million. 

Table  1 

INDONESIA'S  RECORDED  TRADE  WITH  CHINA  --  1986-1987 
(millions  of  US$) 


Export 
lo  China 


Import 
from  China 


1986 


av.  January-December 
July 
August 
September 
October 
November' 
December 


11.6 
14.8 
8.5 
9.9 
7.8 
12.4 
15.2 


28.1- 

34.3 

33.0 

35.2 

23.2 

26.1 

24.5 


1987 


■  av.  January-February 


33.3 


January 
February 


19.0 
II. I 


38.1 
28.1 


Source:    BPS  (Central  Bureau  of  Statistics),  Bulletin  Ringkas  BPS  (various  issues). 
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Imports  from  China  followed  a  similar  trend.  The  monthly  average  value 
of  imports  increased  from  US$21  million  in  1985  to  US$28  million  in  1986  and 
US$33  million  for  the  first  two  months  in  1987. 

There  are  some  disturbing  discrepancies  between  official  Indonesian  data 
and  KADIN's  data.  The  latter  data  shows  that  for  the  period  July  1985  to 
December  1986,  Indonesia's  direct  exports  to  China  have  amounted  to  US$18 
million  per  month  on  average,  whereas  its  direct  imports  have  been  in  the 
order  of  US$7  million  per  month.2  The  discrepancy  in  export  data  may  be  due 
largely  to  reporting  problems,  whereas  the  discrepancy  in  import  data  is 
primarily  due  to  coverage.  Official  Indonesian  statistics  recorded  both  direct 
and  indirect  imports. 

The  implications  for  policy  of  the  data  problem  are  quite  wide-ranging. 
KADIN's  data  suggests  the  bilateral  trade  to  be  in  Indonesia's  favour,  while  of- 
ficial Indonesian  statistics  suggest  the  contrary.  In  view  of  the  sensitivities  in- 
volved, one  needs  to  examine  this  problem  quite  carefully.  It  should  be  noted 
that  it  only  makes  sense  to  assess  bilateral  trade  balance  on  a  total  bases 
~  namely  to  include  both  direct  and  indirect  trade  ~  especially  in  the  case  of 
Indonesia-China  trade  where  indirect  trade  still  plays  an  important  role. 

China's  trade  statistics  suffer  from  the  same  problem.  Its  export  data  has 
an  incomplete  coverage.  As  shown  in  Table  2,  China's  recorded  exports  to  In- 
donesia amounted  to  only  US$124  million  in  1985,  whereas  Indonesia's 
recorded  imports  from  China  in  the  same  year  were  about  twice  the  amount 
(US$249  million).  From  China's  point  of  view,  bilateral  trade  throughout  the 
past  few  years  has  been  in  Indonesia's  favour. 

It  is  very  likely  that  total  realised  trade  between  Indonesia  and  China  could 
be  approximated  by  the  import  figures  of  the  respective  parties.  This  being  the 
case,  there  has  been  an  improvement  in  the  bilateral  trade  balance  seen  from 
Indonesia's  point  of  view.  In  1980,  Indonesia's  imports  from  China  were 
about  US$200  million  higher  than  its  exports  to  China.  In  1985,  the  year  of  the 
resumption  of  direct  trade,  Indonesia's  exports  to  China  amounted  to  some 
US$60  million  above  its  imports  from  China.  In  the  following  year,  1986, 
bilateral  trade  turned  into  China's  favor  with  a  surplus  of  about  US$13 
million. 

The  above  discussion  of  the  issue  of  bilateral  trade  balance  only  suggests  its 
inconclusiveness.  And  therefore  it  makes  no  sense  to  make  it  an  issue  for 
policy.  It  should  also  be  noted  that  from  an  economic  point  of  view,  a  pre- 
occupation with  bilateral  trade  balances  makes  bad  economic  policy.  It  is  even 
worse  if  its  implementation  is  on  a  transaction  deal  basis  through  the  so-called 
countertrade  mechanism. 


2Ibid. 
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While  still  of  questionable  economic  meaning,  an  overall  balance  in 
cumulative  terms,  namely  over  some  period,  may  be  used  as  a  policy  objective. 
However,  this  should  not  be  pursued  in  a  dogmatic  fashion.  In  fact,  the  issue 
of  bilateral  Indonesia-China  trade  balance  is  not  a  new  one.  Article  III  of  the 
1953  Trade  Agreement  between  the  two  countries  entails  an  agreement  by  both 
sides  to  maintain  the  trade  in  balance  as  a  matter  of  principle.  Indeed,  as 
shown  by  Chinese  statistics,  its  bilateral  trade  with  Indonesia  during  the  period 
1954-1965  was  in  balance,  in  cumulative  terms,  with  exports  and  imports 
amounting  to  US$455  million  and  US$435  million,  respectively.3  Nonetheless, 
as  suggested  elsewhere,  it  should  be  noted  that  Sino-Indonesian  balanced  trade 
for  that  period  resulted  from  the  fact  that  their  trade  was  largely  conducted  on 
a  government-to-government  basis.4 

Table  2  also  shows  that  even  after  the  resumption  of  direct  trade  relations, 
indirect  trade  still  plays  an  important  role.  Indeed,  China's  direct  exports  to 
Indonesia  have  remained  consistently  lower  than  its  indirect  exports  through 
Hong  Kong.  Singapore  statistics  showed  that  it  is  not  in  the  same  position  as 
Hong  Kong,  and  that  re-exports  of  Chinese  goods  are  not  significant.5  On  the 
other  hand,  Singapore  re-exports  from  Indonesia  to  China  may  be  rather 
significant.  Table  3  shows  that  indirect  trade  through  Hong  Kong  remains  im- 
portant even  in  1987. 

This  development  should  also  be  examined  rather  carefully.  While  resump- 
tion of  direct  trade  is  also  meant  to  reduce  the  role  of  third  country  inter- 
mediaries, it  is  primarily  aimed  at  increasing  the  total  trade  between  the  two 
countries.  It  is  logical  to  expect  that  a  number  of  commodities  which  used  to 
be  traded  through  Hong  Kong  (or  Singapore)  will  now  find  their  way  into  the 
other's  market  directly.  Some  commodities,  especially  commodities  whose 
quantities  of  trade  are  relatively  small,  are  likely  to  continue  to  be  traded  in- 
directly. As  a  whole,  there  may  be  many  such  commodities.  This  is  particularly 
true  in  the  case  of  Hong  Kong  re-exports  from  China  to  Indonesia.  Similar 
trade  should  also  be  encouraged  in  the  other  direction.  Plywood,  for  instance, 
need  not  go  through  such  a  channel,  since  the  quantity  transacted  is  quite 
significant. 

Thus,  while  the  development  of  direct  trade  and  the  necessary  direct  trade 
infrastructure  are  to  be  taken  seriously,  policies  of  promoting  trade  between 

3See  Hadi  Soesastro,  "Indonesia-China  Trade  Relations  and  the  Role  of  Hong  Kong,"  The  In- 
donesian Quarterly,  Vol.  XIV,  No.  4  (October  1986),  pp.  522-545. 

*See  John  Wong,  The  Political  Economy  of  China's  Changing  Relations  with  Southeast  Asia 
(London:  MacMillan  Press,  1984). 

3See  Yun-Wing  Sung,  "A  Theoretical  and'Empirical  Analysis  of  Entrepot  Trade:  Hong  Kong, 
Singapore  and  Their  Roles  in  China's  Trade,"  paper  prepared  for  the  16th  P  AFT  AD  Conference, 
Wellington,  New  Zealand,  January  25-29,  1987. 
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Table  2 


INDONESIA-CHINA  TRADE,  1980-1986 
(millions  of  US$) 


1980 

1981 

1982 

1983 

1984 

1985 

1986 

Indonesia's  Imports 

1.  Indonesia's  recorded  imports 

from  China 

197 

254 

231 

204 

224 

249 

337 

2.  Hong  Kong  re-exports  from 

China  to  Indonesia 

201 

228 

251 

224 

195 

165 

230 

3.  China's  recorded  exports 

to  Indonesia 

21 

54 

46 

49 

72 

124 

142 

Indonesia's  Exports 

4.  Indonesia's  recorded  exports 

to  China 

8 

14 

27 

8 

84 

139 

5.  Hong  Kong  re-exports  from 

Indonesia  to  China 

44 

33 

42 

33 

49 

58 

67a 

6.  China's  recorded  imports 

from  Indonesia 

14 

63 

151 

150 

232 

311 

324 

Indonesia's  Trade  with  China  ' 

7.  Balance  (6-l)b 

-183 

-191 

-80 

-54 

-10 

62 

-13 

aEstimate,  based  on  total  Hong  Kong  re-exports  from  Indonesia. 
bNegative  sign  indicates  balance  in  favor  of  China. 

Source:   Indonesian  and  Chinese  trade  figures  are  based  on  IMF,  Direction  of  Trade  Statistics  (various  issues);  Hong  Kong  re- 
exports figures  are  taken  from  Hong  Kong  External  Trade  (various  issues). 


Table  3 


HONG  KONG'S  RE-EXPORTS,  1986-1987 
(million  of  HK$) 


Total  Re-exports  Re-exports  from 
from  Indonesia       China  to  Indonesia 


1996 

av.  January-December  gf  g 


July  .  4g0 
August  65,5 


October 
November 
December 


1987 

av.  January-March  7^ 


January  69  2 

February  J2,9 


March 


149.4 


174.8 
173.5 

September  67  j  ]67  g 


82.8  173.5 
83.0  149.4 
82.6  131.9 


138.7 


140.7 
112.9 

101.1  162.6 


Source:   Hong  Kong  External  Trade  (various  issues). 
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the  two  countries  should  not  be  preoccupied  with  the  direct-indirect  trade 
dichotomy.  For  such  preoccupation  may  even  be  counterproductive  to  the 
achievement  of  a  more  important  trade  objective,  namely  of  diversifying  the 
structure  of  trade  both  ways. 

Indonesia's  direct  (and  overall)  export  to  China  is  still  relatively  simple  in 
terms  of  its  commodity  composition.  One  could  hypothesise  that  an  important 
step  to  increasing  Indonesia's  exports  to  China  would  also  be  through  diversi- 
fying its  commodity  composition.  In  1985,  for  example,  on  the  basis  of  three- 
digit  SITC,  Indonesia's  direct  exports  to  China  were  confined  to  only  ten 
items.  On  the  contrary,  China's  exports  to  Indonesia  -  of  which  over  one-half 
of  their  value  were  of  an  indirect  nature  -  consisted  of  165  items  (three-digit 
SITC). 

Simply  on  the  basis  of  an  understanding  of  the  basic  trade  posture  and 
open  policies  in  the  management  of  the  economy  as  adopted  by  the  two  coun- 
tries, Indonesia  and  China,  one  could  hypothesise  that  trade  between  the  two 
countries  will  continue  to  increase  from  its  current  (relatively)  low  levels.  A 
further  look  at  the  plans  in  the  two  countries  in  terms  of  economic  modernisa- 
tion and  industrialisation  would  support  that  hypothesis.  Recent  examples  in 
the  exchange  of  goods  between  the  two  countries  suggest  the  existence  of  many 
complementarities  at  the  intra-industry  level.  All  these  potentials  need  to  be 
exploited. 

Infrastructure  and  trade  institution  building  are  a  necessity  in  the  efforts 
on  both-  sides  to  promoting  trade.  This  includes  the  promotion  of  exchanges  of 
trade  missions  and  other  visits  as  well  as  participation  in  each  other's  trade 
fairs.  Official  policies  on  both  sides,  as  far  as  the  promotion  of  bilateral 
Indonesia-China  trade  is  concerned,  are  quite  adequate  since  they  also  apply  to 
trade  with  other  partners.  Therefore,  deficiencies  in  policy  are  more  of  a 
general  nature. 

Nonetheless,  in  terms  of  bilateral  Indonesia-China  trade  there  are  issues 
which  may  constitute  an  obstacle  to  enhancing  trade  if  they  are  unnecessarily 
focused  upon.  These  issues  relate  to  bilateral  trade  balance,  especially  if  im- 
plemented to  the  extreme,  and  the  dichotomy  of  direct-indirect  trade.  Policies 
on  both  sides  should  not  be  obsessed  with  these  issues. 
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The  Involvement 

of  Lecturers  in  Higher  Education 


Today  the  deteriorating  quality  of  higher  education  in  Indonesia  is  being 
widely  discussed.  This  is  among  other  things  revealed  by  the  opinion  as  ex- 
pressed, that  presently  the  improvement  of  the  academic  quality  of  higher 
education  need  to  be  given  first  priority.  By  and  large  the  academic  quality  has 
already  deteriorated,  which  is  due  to  the  fact  that  the  handling  of  higher 
education  is  emphasised  more  on  its  quantitative  nature,  in  order  to  accom- 
modate as  many  students  as  possible.  This  view  has  been  put  forward  by  Prof. 
Harsja  Bachtiar,  Head  of  the  Body  for  Research  and  Development  of  the 
Department  of  Education  and  Culture,  Prof.  Sukadji  Ranuwihardjo,  Director 
General  for  Higher  Learnings,  Prof.  Sujudi,  Rector  of  the  University  of  In- 
donesia, Dr.  Jujun  Suriasumantri  of  the  Jakarta  Teacher's  Training  College, 
and  H.  Kusnaka,  from  the  University  of  Padjadjaran  in  Bandung  in  their 
interview  with  the  reporter  of  the  daily,  SuaraKarya  (Suara  Karya,  15  January 
1987).  Aside  from  that  Prof.  Fuad  Hassan,  the  Minister  of  Education  and 
Culture,  after  being  received  in  an  audience  by  President  Soeharto  at  the 
presidential  palace,  said  to  reporters  that  "efforts  were  being  made  to  step  up 
the  quality  of  state  universities"  (Kompas,  22  January  1987). 

Undoubtedly  what  is  meant  by  the  deterioration  of  Higher  Education  is  the 
quality  of  the  output  produced  by  the  universities.  This  means  that  graduates 
from  the  universities  in  Indonesia  have  not  as  yet  acquired  the  qualification 
conformed  with  their  academic  standard.  Accordingly  a  university  graduate 
should  have  mastered  the  field  of  study  he  is  majoring  in.  He  should  be  capable 
to  develop  his  knowledge  in  the  sense  that  he  should  make  more  indepth 
studies  in  applying  his  knowledge  in  his  field  of  work.  Some  quarters  in  society 
opine  that  the  graduates  are  not  yet  "ready  for  use"  in  their  respective  fields  of 
work.  This  is  to  infer  that  university  graduates  are  not  as  yet  capable  of  apply- 
ing their  acquired  knowledge  pursuant  to  their  academic  title  in  their  work  en- 
vironment. This  has  become  an  indication  in  justifying  public  opinion  con- 
cerning the  declining  quality  of  higher  education. 

Since  this  view  has  been  accepted  and  has  become  as  it  were  public  opinion, 
hence  the  parties  concerned  begin  to  look  for  its  causes.  Out  of  the  in- 
numerable causes  one  presently  brought  to  the  fore  is  that  one  which  relates  to 
lecturers  of  universities.  This  essay  attempts  to  view  the  role  and  involvement 
of  lecturers  at  universities  and  their  correlation  with  the  deteriorating  quality 
of  university  graduates  today. 
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THE  ROLE  OF  LECTURERS 

By  and  large  the  primary  task  of  a  university  lecturer  is  to  lecture.  Ac- 
cordingly by  performing  this  task  it  follows  that  a  lecturer  has  to  assist 
students  in  finding  the  need  to  study  and  to  master  the  field  of  study  they  are 
majoring  in.  They  should  help  students  to  identify  the  sources  for  their  study 
that  are  relevant  to  their  respective  fields  of  study.  He  should  also  guide 
students  in  conducting  research  at  the  final  stage  of  their  study  by  writing 
papers,  theses  and  the  like. 

In  order  to  be  able  to  carry  out  this  task,  a  lecturer  should  possess  an 
academic  qualification,  be  able  to  teach,  and  be  earnestly  willing  to  provide 
guidance  to  students.  This  capability  of  the  lecturer  can  be  developed  in  two 
ways,  namely:  (1)  to  encourage  and  provide  opportunities  to  them  in  order  to 
further  their  study  to  a  higher  level;  and  (2)  to  motivate  the  lecturers  in  order 
to  enable  them  to  step  up  their  self-study  through  reading.  Whereas  the 
teaching  capability  requires  from  the  lecturer,  aside  from  mastering  the 
material  to  be  taught  to  the  students,  the  method  of  teaching  and  the  capability 
of  using  the  language  of  instruction  in  a  right  and  orderly  manner. 

Efforts  to  improve  the  academic  quality  of  lecturers  at  state  universities 
have  been  made  by  the  government.  Those  endeavours  are  eminent  in  the  op- 
portunity given  to  the  lecturers  to  further  their  studies  pursuant  to  the  respec- 
tive fields  of  study  they  are  majoring  in,  in  order  to  obtain  a  higher  degree 
either  domestically  or  abroad.  The  result  can  gradually  be  noticed.  For  exam- 
ple, out  of  the  36,000  lecturers  teaching  at  45  state  universities  throughout  In- 
donesia", 3  per  cent  have  acquired  Doctors  degrees  (S3),  and  11  per  cent  have 
obtained  magister  degrees  (S2).  This  means  that  14  per  cent,  or  approximately 
5,000  lecturers,  have  acquired  additional  degrees  aside  from  that  of  SI  (univer- 
sity graduate  or  sarjana  degree).  Accordingly  there  are  still  86  per  cent  of  them 
with  a  SI  degree  and  as  a  rule  they  comprise  graduates  of  domestic  Higher 
Learning  Institutes  of  which  the  specialised  fields  of  study  are  still  obscure. 
This  is  on  account  of  the  fact  that  the  number  of  subjects  to  be  mastered  by  the 
students  to  obtain  the  SI  degree  is  too  numerous  and  their  lecturers  are  also 
those  with  a  SI  degree.  To  put  it  briefly,  in  order  to  accomplish  a  SI  pro- 
gramme, students  have  to  take  144-168  credit  points.  For  a  S2  degree  one  has 
to  add  48  more  credit  points  and  for  a  S3  (Doctor's  degree)  48  more  credit 
points  have  to  be  added. 

In  line  with  the  government's  programme,  during  Pelita  IV  (the  Fourth 
Five  Year  Development  Plan)  which  will  be  terminated  on  31st  March  1989,  at 
least  around  40  per  cent,  or  16,000  lecturers,  will  have  obtained  additional 
degrees  higher  than  that  of  SI.  Whereas  in  the  effort  to  improve  the  teaching 
capability  of  lecturers,  since  1980  ten  state  universities  have  set  up  a  pro- 
gramme called  the  Akta  V  Programme.  This  programme  purports  to  provide 
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the  lecturer  with  the  qualification  as  a  lecturer.  The  lecturer  attending  this  pro- 
gramme have  to  take  20-24  Credit  Points  during  one  semester. 


OBSTACLES 

Nearly  all  lecturers  are  conscious  of  the  fact  that  one  of  the  important  keys 
in  the  effort  of  improving  the  quality  of  higher  education  is  to  step  up  the 
quality  of  lecturers,  in  the  sense  of  mastering  the  material  of  study  to  be  taught 
in  an  extensive  and  comprehensive  manner.  To  opt  for  one  of  the  methods,  or 
a  combination  of  appropriate  methods  of  transferring  knowledge,  to  present 
the  material  in  a  right  and  orderly  language,  and  to  stimulate  the  students  to 
obtain  an  inquiring  mind  through  dialogues  and  assignments  should  acquire 
the  habit  of  strict  self-discipline  such  as,  to  be  punctual,  capable  of  fulfilling 
every  commitment  made  to  the  students  with  regard  to  the  task  of  providing 
guidance,  and  all  that  should  be  carried  out  in  a  responsible  manner. 

However,  the  lecturers  themselves  are  still  facing  obstacles  in  carrying  out 
their  tasks  properly  at  the  Institutes  for  Higher  Learning.  Those  obstacles  are 
among  other  things: 

1.  The  inadequate  salary  of  the  lecturers  has  led  them  to  compound  their  task 
with  other  ones  so  that  they  would  have  no  time  to  actively  involve  them- 
selves in  scientific  activities  so  as  to  improve  their  academic  capability  and 
quality.  Many  lecturers  do  not  have  enough  time  to  read  books  including 
preparing  the  material  to  be  taught.  Not  to  mention  the  task  of  correcting 
the  students'  assignments  and  to  provide  guidance  to  the  students  in  writing 
a  paper  and  thesis. 

2.  There  is  a  lack  of  facilities  for  study  or  working  in  preparing  lessons  either 
at  home  or  on  campus.  There  are  still  quite  a  number  of  lecturers  who  do 
not  as  yet  possess  their  own  homes  and  have  to  rent  houses  on  a  contract 
basis  in  areas  which  are  not  conducive  to  carry  out  their  tasks  properly.  All 
of  these  are  felt  by  lecturers  with  SI  degrees  whose  number  totals  around 
31,000. 

3.  Lecturers  with  proper  scientific  and  teaching  capabilities  are  often  ap- 
pointed to  occupy  administrative  functions  at  the  universities.  This  is  also 
the  case  with  professors  who  should  as  a  matter  of  fact  assume  the  function 
of  chief  lecturer,  are  appointed  to  occupy  administrative  functions  at  the 
universities  or  at  other  government  institutions.  Consequently,  their 
assistants  act  as  chief  lecturers  (professors)  whereas  the  professors  them- 
selves are  working  outside  the  campus.  Professors  only  teach  at  the  opening 
and  closing  periods  of  the  academic  programme  in  one  semester.  Hence  one 
will  notice  that  the  14  per  cent  of  qualified  lecturers  referred  to  above  are 
not  fully  concentrating  their  attention  to  the  academic  process  at  univer- 
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sities.  Hence  those  professors  are  merely  fulfilling  their  task  of  teaching  at 
the  universities  without  being  supported  by  research.  The  Indonesian 
Government  has  laid  down  the  three  primary  functions  of  higher  learning 
institutions,  namely  as  instructions,  research,  and  social  services.  All  of 
these  cannot  be  carried  out  if  there  is  a  lack  of  attention  from  the  part  of 
lecturers  and  where  there  are  no  funds  available  at  the  institutions  for 
Higher  Learnings. 

4.  In  nearly  all  state  universities  the  ratio  of  the  number  of  students  to  that  of 
the  Lecturers  and  facilities  to  support  the  lecturers  given  at  the  universities 
is  not  proportional.  Hence  the  lecturers  usually  use  the  monologue  method 
and  is  also  classical  in  nature.  In  this  method  only  the  lecturer  is  actively 
talking  while  the  students  only  listen,  make  notes,  and  need  not  give  their 
own  views.  This  method  is  a  one  way  direction  in  nature  and  can  be 
regarded  as  ruling  out  the  students  creativity.  As  an  example  of  the  ratio  of 
lecturers  to  students,  is  the  following  data  from  the  Gadjah  Mada  Universi- 
ty, in  Yogyakarta.  The  number  of  its  teaching  staff  amounts  to  1,755  lec- 
turers with  students  totalling  23,932.  Accordingly  the  ratio  of  lecturers  to 
students  is  1:13.97.  At  the  faculty  of  exact  sciences  the  best  ratio  is  at  the 
medical  faculty  standing  at  1:4.09  and  the  worst  is  that  of  the  faculty  of 
technology  standing  at  1:21.86.  At  non-exact  science  faculties,  the  best  is 
that  of  the  faculty  of  psychology  with  a  ratio  of  1:11.65  and  the  worst  is 
that  of  the  faculty  of  social  and  political  sciences  standing  at  1 :40.40. 

5.  The  existence  of  administrative  obstacles  especially  with  regard  to  pro- 
motion, periodical  promotion  and  appointment  of  professors  is  striking. 
There  are  young  lecturers  with  doctor's  degree,  whose  academic  capability 
is  equal  to  that  of  a  professor,  cannot  be  nominated  as  professors  because 
they  have  not  as  yet  been  promoted  to  the  rank  of  Chief  Lecturer  (IV. C). 
Owing  to  this  constraint  those  young  lecturers  with  doctor's  degree  usually 
turn  to  other  jobs  outside  Higher  Learning  Institutes. 

6.  The  limited  availability  of  sources  of  reading  have  added  to  the  lecturer's 
difficulty  in  keeping  abreast  with  the  latest  development  of  his  field  of 
study.  Nearly  all  state  universities  have  not  as  yet  given  appropriate  atten- 
tion to  the  provision  of  books  in  their  respective  libraries.  There  is  even  a 
state  university  in  Jakarta  which  only  possesses  7,000  books  in  a  library  of  5 
by  6  square  metres  (Kompas,  18  January  1987).  Apart  from  that,  the  books 
available  at  the  libraries  are  usually  written  in  a  foreign  language  and  most 
of  the  lecturers  do  not  properly  comprehend  that  language  so  that  they  can- 
not read  them.  In  addition  to  the  libraries  almost  all  universities  do  not  as 
yet  possess  laboratories  pursuant  to  the  field  of  study  developed  by  the 
university  concerned.  This  has  hampered  the  conduct  of  research  activities 
for  the  development  of  sciences  at  the  universities  in  Indonesia.  The  pro- 
blem of  the  availability  of  funds  is  undoubtedly  the  prime  obstacle. 
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These  are  several  obstacles  felt  by  the  lecturers  at  the  institutions  for 
Higher  Learnings,  that  also  constitute  factors  hampering  the  full  and  active  in- 
volvement of  lecturers  at  the  universities.  Apparently  the  development  of  the 
S2  and  S3  programmes,  which  is  today  being  carried  out  in  10  state  univer- 
sities, need  to  be  continuously  stepped  up  both  with  regard  to  the  number  of 
participants  and  out-put  quality.  Efforts  made  by  the  government  to  send  lec- 
turers abroad  to  broaden  their  knowledge  also  need  to  be  given  due  attention. 
Aside  from  providing  the  supporting  facilities,  the  implementation  of  educa- 
tion, teaching  and  research  at  the  universities  should  also  be  attended  to.  To 
this  end  the  responsibility  of  all  parties  concerned,  namely  the  government, 
parents  and  the  society  is  needed  and  expected.  Education  is  the  nation's 
responsibility.  Apparently  the  participation  of  society  and  parents  need  to  be 
intensified.  They  should  financially  contribute  more  so  as  to  realise  the 
availability  of  qualified  lecturers  and  supporting  facilities  in  implementing  the 
Tri  Dharma  (Three  Duties)  of  Higher  Education  Institutions  in  Indonesia. 


BABARI 


Twenty  Years 

of  ASEAN  Co-operation 


In  August  1987  the  Association  of  Southeast  Asian  Nations  (ASEAN) 
passes  twenty  years  of  its  existence  and  has  traversed  the  passage  of  the  time  to 
promote  regional  co-operation  in  Southeast  Asia.  The  elapse  of  twenty  years 
has  marked  the  region  of  Southeast  Asia  with  a  more  peaceful  environment 
despite  the  fact  that  the  Vietnam  War  ended  only  in  1975  and  the  emergence  of 
the  Kampuchean  problem  as  of  the  end  of  1978.  During  that  time  ASEAN 
achieved  a  noted  progress  in  promoting  understanding  and  closer  co-operation 
among  its  member  countries  whose  past  records  in  their  relations  with  other 
countries  was  tense  and  volatile. 

Looking  back  for  a  while,  the  political  and  security  environment  in 
Southeast  Asia  preceding  the  establishment  of  ASEAN  was  marked  by  intra- 
regional  conflicts  such  as  Indonesia's  policy  of  confrontation  against  the  for- 
mation of  the  Federation  of  Malaysia,  the  Malaysian-Philippine  dispute  over 
the  status  of  Sabah  and  the  conflict  between  North  and  South  Vietnam.  At 
about  the  same  time,  major  powers  in  particular  were  competing  for  gaining  a 
sphere  of  influence  and  were  interfering  in  regional  politics  as  well  as  in  the 
domestic  affairs  of  Southeast  Asian  states.  The  United  States  was  increasingly 
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involved  in  mainland  Southeast  Asian  political  and  security  affairs  through  its 
military  presence  in  Thailand  justified  by  a  bilateral  defence  agreement  con- 
cluded in  1962.  Moreover,  the  United  States  also  increased  its  military  involve- 
ment in  Vietnam,  which  led  to  the  intensified  conflict  between  North  and 
South  Vietnam.  While  the  Soviet  Union  and  the  People's  Republic  of  China 
(PRC)  were  competing  for  gaining  influence  in  the  region,  especially  in  In- 
donesia, and  to  a  lesser  degree  in  North  Vietnam,  the  United  Kingdom, 
Australia  and  New  Zealand  were  lining  behind  the  Federation  of  Malaysia  to 
face  Indonesia's  policy  of  confrontation.  In  short,  regional  conflicts  inter- 
mingled with  the  major  powers  rivalries  in  the  region  had  severely  endangered 
and  threatened  the  peace,  security  and  stability  of  Southeast  Asia.  The  stake  in 
the  use,  or  threat  of  military  force  as  a  means  to  resolve  disputes  between 
states  in  the  region  was  very  high. 

In  the  meantime,  domestic  conflicts  in  many  Southeast  Asian  states  were 
rampant  with  disastrous  effects.  Indonesia's  political  climate  was  pregnant 
with  the  heightened  struggle  for  power  between  political  forces  which  then 
culminated  in  the  1965  abortive  coup  launched  by  the  Communist  Party  of  In- 
donesia. Malaysia  and  Singapore  were  pre-occupied  with  the  issues  of  multi- 
racial politics  and  efforts  to  unite  British  North  Borneo  colonies  and  mandate 
into  the  Federation  of  Malaysia.  While  Brunei  remained,  and  still  does,  out- 
side the  scheme,  Singapore  thereafter  quit  from  the  Federation.  In  the  Philip- 
pines and  Thailand  communist  guerrillas  threatened  the  security  of  the  two 
countries  and  manipulated  social,  economic  and  political  problems  to  their 
benefits.  Indonesia,  Malaysia,  and  Singapore  also  faced  similar  problems. 

The  establishment  of  ASEAN  on  8th  August  1967  was  marked  by  the 
Bangkok  Declaration  affirming  regional  co-operation  with  the  aims  and  pur- 
poses of  a  wide  range  of  activities.  Although  the  Declaration  is  not  a  treaty,  it 
spells  out  seven  points  of  aims  and  purposes  including  economic,  social  and 
cultural  co-operation,  the  promotion  of  regional  peace  and  security  and  the 
promotion  of  Southeast  Asian  studies.  However,  it  puts  neither  emphasis  nor 
focus  on  any  specific  field  or  form  of  co-operation.  Nevertheless,  many  ac- 
tivities conducted  by  its  member  countries  during  the  first  decade  of  the 
association,  both  at  formal  and  informal  levels,  were  given  ASEAN  labels, 
such  as  the  ASEAN  Tour  and  Travel  Association  established  in  1971;  the  Con- 
federation of  ASEAN  Journalists  (1975);  Association  of  ASEAN  Museum  Ex- 
perts (1974)  and  ASEAN  Chambers  of  Commerce  and  Industry  (1971)  which 
were  initiated  by  private  sectors  to  the  ASEAN  Foreign  Ministers  Meeting; 
Health  Ministers  Meeting  and  Economic  and  Planning  Ministers  Meeting. 
During  this  period  it  seems  that  ASEAN  member  countries  were  trying  to 
familiarise  one  with  the  other's  behaviour  and  perception. 

Such  an  observation  might  be  justified  on  the  ground  that  conflicts  of  in- 
terests and  disputes  between  ASEAN  member  countries  and  suspicion  among 
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themselves  have  not  disappeared  from  the  scene.  Even  Indonesia's  decision  to 
end  its  confrontation  policy  and  the  change  of  regime  in  the  aftermath  of  the 
1965  coup  attempt  and  to  pursue  instead  a  good-neighbourly  policy,  did  not 
automatically  make  Singapore  and  Malaysia  trust  the  direction  of  Indonesia's 
future  policy  and  ambition  with  regard  to  its  neighbours.  Such  an  attitude  was 
reflected  by  Singapore's  execution  of  two  Indonesian  mariners  caught  during 
the  period  of  confrontation,  despite  President  Soeharto's  appeal  to  Singapore 
government  to  reconsider  the  decision,  in  October  1968.  Meanwhile,  the 
status  of  Sabah  continued  to  dominate  Malaysian-Philippine  relations,  par- 
ticularly in  connection  with  the  emergence  of  Muslim  separatism  in  Mindanao. 
Malaysian-Singapore  relations  was  dominated  by  issues  of  racial  animosity 
particularly  between  Malays  and  Chinese.  On  the  other  hand,  Malaysian-Thai 
relations  was  fragile  because  of  the  presence  of  Muslim  guerrillas  operating  in 
Southern  Thailand  bordering  with  Malaysia. 

However,  relations  among  ASEAN  member  states  has  been  ameliorating 
since  the  first  ASEAN  Summit  Meeting  in  Bali  in  1976.  Tiie  Bali  Summit 
Meeting  signified  ASEAN  concern  over  the  regional  peace,  stability  and  co- 
operation in  a  changing  environment.  Toward  the  end  of  1969  the  United 
States  outlined  a  new  policy  called  the  Guam  Doctrine  which  in  essence 
stipulated  that  the  United  States  would,  instead  of  direct  military  engagement, 
provide  more  economic  assistance  and  military  hardware  for  its  allies  and 
friends  in  Asia  in  defending  themselves  against  security  and  stability  threats.  It 
was  then  followed  by  a  Special  Meeting  of  ASEAN  Foreign  Ministers  held  in 
Kuala  Lumpur  in  November  1971  which  resulted  in  the  issuance  of  the  Kuala 
Lumpur  Declaration  proposing  Southeast  Asia  as  a  Zone  of  Peace,  Freedom 
and  Neutrality  (Zopfan).  In  the  beginning  of  1973,  the  United  States  and  Viet- 
nam signed  the  Paris  Agreement  to  restore  peace  among  the  conflicting  parties 
in  Vietnam.  In  1975  all  Indochinese  states  fell  under  communist  regim.es  while 
de  facto  ASEAN  was,  and  still  is,  an  association  of  non-communist  states  in 
the  region. 

In  the  Bali  Summit  the  heads  of  state  of  ASEAN  countries  produced  a 
series  of  agreements  that,  on  the  one  hand,  reaffirmed  and  institutionalised  the 
scope  of  ASEAN  co-operation  and,  on  the  other  hand,  set  a  kind  of 
mechanism  to  respond  to  the  dynamics  of  political  and  security  developments 
in  the  region.  The  signing  of  the  Declaration  of  ASEAN  Concord  laid  down  a 
basis  of  a  "programme  of  action"  pursued  by  ASEAN  co-operation  in 
political,  economic,  social,  cultural  and  information,  security,  and  ASEAN 
machinery  fields.  Along  with  this  declaration,  the  heads  of  government  also 
signed  the  Agreement  on  the  Establishment  of  the  ASEAN  Secretariat.  At  the 
same  time,  they  also  signed  the  Treaty  of  Amity  and  Co-operation  in 
Southeast  Asia,  emphasising  friendship,  co-operation  and  the  peaceful  settle- 
ment of  disputes  between  Southeast  Asian  countries.  These  documents  thus 
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can  be  seen  as  a  new  departure  for  ASEAN  to  face  realities  that  develop  within 
the  ASEAN  framework  and  its  external  environment  as  well. 

The  elaboration  of  ASEAN  co-operation  in  various  fields  as  shown  in  the 
Declaration  of  ASEAN  Concord  might  be  seen  as  a  way  by  which  ASEAN 
member  countries  try  to  syncretise  their  collective  efforts  and  energy  to  their 
mutual  benefits  in  the  fields  concerned.  Indeed,  since  the  inception  of  the 
Declaration  the  ASEAN  countries  have  realised  the  need  for  continuing  what 
had  been  done  until  then,  but  the  determination  to  carry  on  their  collective 
undertakings  need  some  explicit  institutional  grounds  and  frameworks.  Thus 
regional  development  since  the  Bali  Summit  was  marked  by  ASEAN  efforts  to 
translate  the  programme  of  action  into  reality  internally  and  externally.  It 
should  be  noticed,  though,  that  not  all  ASEAN  ideals  can  be  easily  translated 
into  agreements  by  giving  the  label  of  programmes  of  action.  A  case  in  point 
was  their  proposal  to  make  Southeast  Asia  a  zone  of  peace,  freedom  and 
neutrality  which  has  not  as  yet  provided  a  proper  and  concrete  mechanism  in 
terms  of  its  scope,  definition  and  conditions  upon  which  Zopfan  should 
operate.  Even  in  economic,  social,  cultural  and  information  matters  ASEAN's 
slow  progress  in  those  undertakings  cannot  be  judged  merely  on  the  ground  of 
agreements  that  have  so  far  been  concluded  by  its  member  countries.  Dif- 
ferences of  opinion  and  perception  among  ASEAN  member  countries  seem  to 
play  an  important  role  in  the  slow  progress  achieved  by  ASEAN  in  certain 
fields  of  co-operation. 

With  its  deficiency  of  remarkable  progress  in  some  fields  of  co-operation 
such  as  those  above  mentioned  kept  in  mind,  however,  ASEAN  has  achieved 
remarkable  progress  in  political  and  security  affairs.  To  a  certain  degree,  it  is 
now  highly  probable  to  see  that  ASEAN  has  formed  a  kind  of  security  com- 
munity in  Southeast  Asia.  Intensive  political  consultations  and  interactions 
among  the  member  countries,  a  great  care  in  dealing  with  inter-state  disputes, 
actual  as  well  as  potential,  and  their  inclination  towards  peaceful  settlement  of 
those  disputes,  such  as  in  the  case  of  Sabah  and  bilateral  disputes  on  territorial 
sovereignty  and  on  matters  related  to  common  border  problems,  and  a  degree 
of  socialisation  of  ASEAN  among  its  private  sectors,  constitute  a  major  in- 
dication to  such  a  direction  in  ASEAN.  Furthermore,  joint  military  exercises 
and  exchange  of  intelligence  information  between  ASEAN  countries  on  a 
bilateral  basis  and  non-ASEAN  in  nature,  are  other  indications.  Moreover, 
ASEAN  has  been  able  to  develop  a  greater  degree  of  common  views  and  com- 
mon stands  in  response  to  its  external  environment  politically  as  well  as 
economically  such  as  in  the  case  of  the  Kampuchean  problem  and  ASEAN's 
external  economic  relations  especially  with  the  industrialised  world. 

Having  traversed  for  twenty  years  to  know  each  other,  sometimes  with 
pain  and  misunderstanding  between  partners,  ASEAN  is  now  proceeding  to  an 
era  in  which  further  consolidation  and  closer  co-operation  are  needed  in  view 
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of  attaining  ASEAN's  security  and  prosperity  objectives.  While  there  are 
nuances  of  perception  of  ASEAN  countries  with  regard  to  the  nature  of  exter- 
nal threat  to  their  security,  none  of  them  perceives  any  imminent  military 
threat,  especially  direct  invasion,  from  any  external  power.  Meanwhile,  it  is 
likely  that  they  share  a  common  perception  of  security  threat  from  within  in 
the  form  of  subversion,  insurgencies,  political  instability,  socio-economic 
disparity,  poverty,  and  the  like.  These  kinds  of  threat  are  basically  domestic  in 
nature  but  might  have  certain  impacts  on  the  Association  if  they  cannot  curb 
them  properly.  For  example,  questions  can  be  asked  if  Philippines  internal 
political  and  security  problems  deteriorate;  if  severe  economic  difficulties 
develop  in  certain  member  countries;  if  racial  tensions  emerge  in  certain 
member  countries;  if  a  new  generation  of  leadership  with  different  outlook 
emerge  in  certain  member  countries,  and  so  forth,  would  these  not  affect 
ASEAN  co-operation? 

While  ASEAN  has  been  able  to  develop  a  kind  of  security  community 
among  its  member  countries,  broader  regional  issues  have  arisen  or  may  arise 
that  concern  not  only  ASEAN  member  countries  but  also  other  states  in 
Southeast  Asia  and  even  extra  regional  powers.  Malaysia,  the  Philippines, 
Vietnam,  the  PRC  and  Taiwan  have  for  a  long  time  put  their  respective  claims, 
and  counter-claims  over  some  islands  in  the  South  China  Sea.  These  claims  are 
not  merely  a  question  of  ownership  and  sovereignty  based  on  legal  and  historic 
accounts  but  seem  to  relate  to  strategic  and  economic  considerations  such  as 
for  communication  and  exploitation  of  marine  resources  therein.  Meanwhile, 
the  Kampuchean  conflict,  constituting  one  of  current  regional  destabilising 
factors,  has  persisted  unresolved  despite  more  than  eight  years  of  diplomatic 
efforts  initiated  by  ASEAN  to  effect  a  political  settlement.  Some  circles  in 
ASEAN  believe  that  the  Kampuchean  problem  constitutes  the  major  obstacle 
for  the  realisation  of  Zopfan,  for  it  involves  not  only  ASEAN  relations  with 
Indochinese  states  but  also  the  interests  of  major  powers  in  the  region.  On  the 
other  hand,  a  recognition  of  the  positive  and  constructive  roles  of  the  major 
powers  in  the  region  in  view  of  attaining  Zopfan  ideals  is  needed. 

The  stalemate  of  ASEAN  diplomatic  efforts  to  politically  resolve  the  Kam- 
puchean problem  has  inspired  ASEAN  countries  to  pursue  a  nuclear-weapons 
free  zone  for  Southeast  Asia  as  an  initial  step  toward  the  realisation  of  Zopfan 
ideals.  Efforts  that  have  been  made  particularly  among  the  ASEAN  member 
countries  so  far  concern  mainly  with  the  viability  to  secure  a  recognition  and 
acceptance  of,  and  respect  for  Southeast  Asia  as  a  nuclear-weapons  free  zone 
especially  from  nuclear  powers  concerned.  But  it  seems  that  ASEAN  countries 
have  not  come  to  a  final  consensus  as  to  its  possible  political  and  strategic  im- 
plications considering  that,  on  the  one  hand,  not  all  nuclear  powers,  par- 
ticularly the  United  States,  expresses  their  approval  of  such  an  idea,  and,  on 
the  other  hand,  the  presence  of  the  superpowers  in  the  region  in  the  form  of 
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military  bases  or  facilities,  the  United  States  in  the  Philippines  and  the  Soviet 
Union  in  Vietnam,  presents  a  complicated  calculation  especially  to  the  regional 
states'  interests. 

As  to  economic  co-operation,  ASEAN  progress  in  the  undertaking  is  not 
pronounced,  and  ASEAN  has  been  greatly  careful  in  promoting  regional 
economic  co-operation.  Indeed,  after  the  Bali  Summit  Meeting  ASEAN  has 
produced  some  concrete  form  and  direction  of  its  economic  co-operation  com- 
prising the  Preferential  Trading  Arrangements  (PTA),  the  ASEAN  Industrial 
Projects  (AIP),  ASEAN  Industrial  Complementation  (AIC),  ASEAN  In- 
dustrial Joint  Ventures  (AIJV),  Functional  Co-operation,  and  ASEAN 
Dialogue  with  external  partners.  Except  for  the  last  form  of  ASEAN  economic 
co-operation  which  has  been  able  to  show  a  degree  of  success  in  mobilising 
support  to  ASEAN  functional  projects,  progress  was  a  scarce  commodity  in 
almost  all  fields  of  ASEAN  economic  co-operation.  Such  a  record  is  rather 
surprising  considering  that  economic  co-operation  constitutes  one  of  the  main 
objectives  at  the  time  the  Association  was  established. 

During  its  twenty  years  anniversary,  ASEAN  has  shown  a  continued  ex- 
istence and  has  also  presented  a  relative  stability  to  the  region,  in  spite  of  its 
shortcomings  and  weaknesses.  On  this  age,  ASEAN  is  now  preparing  itself  for 
the  convening  of  the  third  ASEAN  Summit  Meeting  in  Manila  in  December 
1987.  It  seems  now  to  be  a  crucial  time  to  ASEAN  these  days  to  answer  what  is 
co  be  done  to  further  promote  regional  co-operation  within  the  framework  of 
ASEAN  not  only  in  the  context  of  programme  of  action  set  out  by  the  Declara- 
tion of  ASEAN  Concord  but  also  beyond.  An  assessment  of  its  twenty  years  of 
experience  in  pursuing  common  interest  can  be  useful  for  determining  an  agen- 
da of  problems  to  be  discussed  in  view  of  facilitating  a  more  conducive  en- 
vironment of  its  joint  endeavour  and  in  setting  out  bases  of  its  direction  in  the 
future.  Questions  of  closer  political  co-operation,  ASEAN  institutions  in- 
cluding, strengthening  economic  co-operation  internally  and  externally,  and 
giving  substance  to  the  socialisation  of  ASEAN  among  the  societies  of  its 
member  countries  are  essential  to  be  left  in  inertia. 

A.R.  SUTOPO 


Mahathir's  Victory: 

Tradition  Versus  Modernisation 


In  Malaysia,  the  competition  for  the  chairmanship  and  vice-chairmanship 
of  UMNO  is  considered  more  important  than  the  general  election  for  the 
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membership  of  both  the  federal  and  state  parliament.  This  is  due  to  UMNO's 
domination  within  the  government's  party,  Barisan  Nasional,  and  consequent- 
ly also  in  the  overall  political  system  of  Malaysia.  Unlike  the  general  election 
to  elect  members  of  Parliament  (August  1986)  which  only  reflected  a  political 
power  chart,  the  competition  to  occupy  the  functions  of  UMNO's  chairman 
and  vice-chairman,  which  in  the  history  of  modern  Malaysia,  except  after  the 
Mahathir-Musa  conflict  in  1986,  also  includes  the  function  of  Prime  Minister 
and  Vice-Prime  Minister,  may  determine  the  future  of  Malaysia. 

Accordingly,  the  dynamics  of  the  election  for  UMNO's  chairman  and  vice- 
chairman  on  24th  April  1987  last  was  widely  covered  by  the  mass  media  and 
drew  the  attention  of  the  society  at  large  in  Malaysia.  This  was  even  more  so, 
since  the  general  election  was  coloured  by  unprecedented  phenomena.  This 
election  has  shown  not  only  the  first  such  happenings  when  a  chairman  of 
UMNO  has  to  face  a  serious  rival  but  also  the  exacerbated  conflict  among  in- 
digenous politicians. 

Although  Mahathir  Mohamad  and  Ghafar  Baba  eventually  managed  to 
come  out  as  victors  in  the  rivalry  against  Razaleigh  Hamzah  and  Musa  Hitam, 
the  struggle  for  the  leadership  of  UMNO  has  in  fact  signalled  an  important 
change  in  Malaysia's  political  tradition.  Mahathir  and  Ghafar  only  scored  a 
slight  victory  against  Razaleigh  and  Musa.  As  was  the  case  with  the  support  of 
nearly  half  of  UMNO's  branches  for  the  candidacy  of  Razaleigh  and  Musa, 
this  phenomenon  showed  the  occurrence  of  a  factionalisation  in  the  ranks  of 
political  elites  within  UMNO  which  may  have  an  impact  on  the  future  of 
Malaysia.  In  the  light  of  major  issues  protruding  during  the  campaign,  among 
other  things  such  as  the  economic  slowdown,  corruption  and  political 
patronage  among  politicians  and  well-to-do  entrepreneurs  basic  problems 
could  be  unfolded,  especially  those  which  are  related  to  the  role  of  wealth  in 
gaining  political  power.  To  a  certain  extent  this  phenomenon  was  in  fact  one 
of  the  indications  of  the  emergence  of  modernisation  in  political  life.  Never- 
theless, the  failure  of  the  Razaleigh-Musa  faction  to  win  the  struggle  might 
constitute  one  of  the  signals  indicating  that  the  retraditionalisation  current 
within  the  body  of  UMNO  is  still  stronger  than  the  demand  for  modernisation 
in  political  culture.  Besides,  Mahathir-Ghafar's  victory  has  also  revealed  that 
domination  over  communication  means  plays  an  important  role  in  rallying 
mass  support. 

ECONOMIC  SLOWDOWN  AND  POLITICAL  PATRONAGE 

Unlike  the  glorious  period  of  Malaysia  during  the  decade  of  the  1970s, 
when  it  succeeded  in  reaching  an  average  annual  economic  growth  rate  of  10 
per  cent,  the  current  economic  situation  under  Mahathir's  government  is 
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indeed  much  more  difficult.  The  economic  growth  rate  in  1986,  for  example, 
only  reached  2,5  per  cent.  According  to  an  estimate,  Malaysia's  economic 
growth  rate  for  this  year  is  only  slightly  higher  than  3  per  cent.  This  economic 
slowdown  is  partly  due  to  the  global  recession  and  the  decline  in  prices  of 
Malaysia's  export  commodities,  especially  tin,  rubber  and  palm-oil.  And  the 
deteriorating  economic  performance  has  in  turn  narrowed  the  opportunity  for 
Mahathir's  government  to  reach  the  targeted  goal  as  laid  down  in  the  New 
Economic  Policy  (1981). 

Although  the  economic  decline  constitutes  a  general  phenomenon  colour- 
ing the  global  economy,  particularly  among  developing  countries  which  rely 
on  the  export  of  raw  materials,  since  the  decade  of  the  1980s,  it  was  apparently 
used  as  a  pretext  by  the  Razaleigh-Musa's  group  to  discredit  Mahathir's 
government.  It  was  also  this  group  which  launched  the  allegation  that 
Mahathir  had  not  been  capable  of  properly  managing  Malaysia's  economy. 
According  to  the  research  as  reported  by  Tan  Sri  Ahmad  Noordin  Zakaria,  the 
former  auditor  general,  in-efficacy  could  indeed  be  noticed  in  the  economic 
system  of  Mahathir's  government,  so  that  Malaysia  could  only  achieve  ap- 
proximately two  third  of  the  efficacy  level  of  the  countries  in  the  Asia-Pacific 
region. 

Moreover,  the  economic  slowdown  is  also  compounded  by  the  increase  of 
corruption  and  the  rising  decline  of  the  rate  of  participation  of  the  Malay 
group  in  national  economic  life.  Corruption  is  in  fact  a  common  phenomenon, 
especially  in  developing  countries.  But  one  of  the  factors  adding  to  the  advan- 
tage of  the  Razaleigh-Musa  faction  is  that  the  tendency  of  corruption  in 
Malaysia  has  only  become  stronger  after  Mahathir  implemented  the  New 
Economic  Policy  programme.  To  some  extent,  it  was  also  by  taking  the  cor- 
ruption issue  as  a  point  of  departure,  that  the  Democratic  Action  Party,  one  of 
the  opposition  forces,  gained  stronger  support  in  last  year's  general  election. 

Apparently  Razaleigh  and  Musa  have  not  been  able  to  exploit  the  corrup- 
tion issue  effectively  to  overthrow  Mahathir's  leadership.  Perhaps  corruption, 
as  revealed  by  the  Democratic  Action  Party,  became  a  political  issue  gaining 
only  wide  support  from  the  urban  society.  And  this  circle  does  not  constitute 
the  basis  of  the  main  support  for  UMNO.  Furthermore,  both  Razaleigh  and 
Musa  were  not  fully  exempted  from  the  allegation  of  corruption.  Musa,  for 
example,  was  reported  to  have  received  a  bribe  of  $M  1  million  in  the  case  of 
manipulations  of  the  Hong  Kong  based  Bumiputra  Bank  in  1985. 

Such  a  reality  has  brought  about  speculations  that  there  is  in  fact  a  basic 
issue  more  than  merely  that  of  corruption.  In  this  case  the  most  important 
issue  is  that  Mahathir  has  extended  special  facilities  to  friends,  family  or  his 
supporters.  The  Zenecon  Bumi  Company,  which  undertakes  a  joint  venture 
with  several  Japanese  companies  such  as,  the  Kumagai-Gumi  Company, 
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established  in  1982,  for  example,  turned  out  to  be  one  led  by  Mahathir's 
brother  in  law,  namely  Datuk  Paduka  Hajjah  Saleha  binte  Hajji  Mohamad 
Ali.  Zenecon  not  only  invests  its  shares  in  the  auto-motive  company  Proton 
Saga,  but  has  also  won  some  tenders  for  the  realisation  of  national  projects, 
including  that  of  the  Penang  Bridge,  the  Daya  Bumi  shopping  centre,  and  the 
central  office  of  UMNO.  And  at  the  same  time,  Granit  Industries  Bhd  which 
has  so  far  relied  on  Musa's  position  faces  some  set  backs  to  develop  its  enter- 
prise. 

TRADITION  VERSUS  MODERNISATION 

It  has  almost  become  a  common  phenomenon,  particularly  in  a  country 
where  the  political  culture  is  still  coloured  by  a  patron-client  relationship,  that 
the  government  is  able  to  come  to  the  fore  in  a  more  favourable  position  than 
its  opposing  group.  It  not  only  dominates  the  greater  part  of  the  communica- 
tion means  but  it  also  controls  the  activities  of  the  bureaucracy.  In  fact,  nearly 
all  the  major  newspapers  in  Malaysia,  such  as  Utusan  Melayu  and  Berita 
Harian,  in  the  Malay  language  and  The  New  Straits  Times,  in  the  English 
language  are  controlled  by  supporters  of  Mahathirs-Ghafar.  Even  the  only 
private  television  network  in  Malaysia,  the  TV-3,  is  also  owned  by  the  Fleet 
Group,  namely  one  of  the  companies  owned  by  UMNO  under  the  protective 
umbrella  of  Mahathir. 

The  control  over  the  mass  media,  has  in  turn  played  an  important  role  in 
bringing  about  Mahathir-Ghafar's  victory,  since  in  this  way  some  political 
statements  made  by  their  opponents  were  not  sufficiently  covered.  Even 
Mahathir-Ghafar's  control  over  the  Malay  mass  media,  the  main  target  of 
which  are  the  rural  population  and/or  the  urban  middle  class,  may  in  fact  be 
relied  upon  in  defending  the  basis  of  UMNO's  main  supporters.  Hence,  its 
control  over  the  English  newspapers  will  increasingly  consolidate  Mahathir- 
Ghafar's  faction. 

Apart  from  that,  occupying  the  position  of  the  top  leadership  of  the 
bereaucracy,  either  Prime  Minister  Mahathir  or  Vice-Prime  Minister  Ghafar 
Baba  may  exploit  activities  conducted  by  this  government.  Messages  of  their 
campaign,  for  example,  are  for  the  greater  part  delivered  concurrently  with  the 
inauguration  of  certain  projects.  This  could  less  be  made  by  Minister  of  Trade 
and  Industry,  Razaleigh  Hamzah,  or  Musa  Hitam.  Also  with  the  inauguration 
of  the  government  projects  Prime  Minister  Mahathir  could  strengthen  the  im- 
pression as  though  his  leadership  is  able  to  enhance  the  level  of  society's 
economic  environment.  Furthermore,  the  impression  of  such  an  economic 
achievement  may  also  become  one  of  the  arguments  of  the  assertion  that  a 
continuity  of  the  current  UMNO's  top  leadership  will  be  more  beneficial  than 
a  change  of  it,  which  very  often  muffles  the  development  momentum. 
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The  factor  that  may  be  underlying  the  failure  of  Razaleigh-Musa  is  the 
perception  of  part  of  UMNO's  traditional  elites  that  Musa  was  too  tolerant 
with  regard  to  the  non-Malay  and  non-Islamic  groups.  In  early  1951,  Datuk 
Onn  Jaafar,  founder  of  UMNO,  also  had  to  give  up  his  position  because  he 
began  to  introduce  non-Malay  and  non-Islamic  elements  in  the  tradition  of 
UMNO.  And  now,  Musa's  support  for  the  election  of  Josef  Pairin  Kitingan  in 
Sabah  and  his  involvement  in  the  Memali  incident,  where  the  Islamic  fun- 
damentalist prominent  Ibrahim  Libya  was  killed,  has  increasingly  strengthen 
the  perception  that  Musa  may  threaten  Malay-Islamic  interest. 

Furthermore,  Musa's  resignation  from  his  position  as  Deputy  Prime 
Minister  (1986),  although  he  still  assumes  his  function  as  UMNO's  Vice  Chair- 
man, seems  to  give  the  image  that  Musa  attempts  to  abandon  the  tradition  of 
natural  transfer  of  generation  which  has  so  far  coloured  UMNO's  political 
culture.  In  addition,  the  rivalry  between  Musa  and  Razaleigh  for  the  position 
of  the  party's  vice  chairman  (1981  and  1984)  was  a  signal  that  the  Razaleigh- 
Musa  coalition  could  no  longer  be  maintained.  And  in  such  a  situation,  the 
Malay  society  would  turn  to  their  conservative  political  culture  again. 

However,  especially  for  the  forseeable  future,  the  modernisation  current  of 
the  political  culture  as  reflected  in  Musa's  actions  has  become  increasingly 
stronger  in  line  with  the  emergence  of  non-traditional  political  elites  within  the 
body  of  UMNO.  Unlike  the  situation  30  years  ago,  for  example,  at  the  time 
fishermen  and  farmers  used  to  be  the  main  basis  of  supporters  and  teachers 
were  still  capable  of  playing  their  role  as  informal  leaders,  today  the  social 
strata  that  are  voicing  more  strongly  the  political  interests  are  the  traders  and 
entrepreneurs.  Nearly  25  per  cent  of  the  delegation  attending  the  last  election 
of  UMNO's  Chairman  and  Vice-Chairman  were  traders  and  business  men. 
Meanwhile,  the  teachers  who  used  to  play  the  role  of  traditional  political  elites 
only  constituted  19  per  cent  of  UMNO's  delegation  as  a  whole. 

That  phenomenon  would  perhaps  constitute  a  dilemma  for  Mahathir.  This 
assumption  emerges  because  the  New  Economic  Policy  as  designed  by 
Mahathir  to  promote  the  position  of  the  indigenous  group  with  regard  to  their 
national  economic  life,  could  only  be  implemented  if  he  broadens  the 
economic  activities  in  the  sector  of  trade  and  services.  The  social  strata  that 
will  emerge  from  those  sectors  will  be  more  sensitive  to  issues  concerning  slow- 
down, corruption  and  political  patronage. 


Kusnanto  ANGGORO 


A  Note  from  the  Co-editors: 


The  following  papers  are  revised  and  edited  versions  of  papers  first  deli- 
vered at  the  Japan-ASEAN  Conference  '87:  "Global  Trends  and  Regional 
Issues."  This  conference  was  held  on  January  29-31,  1987  at  The  Bankers 
Club  in  Tokyo  and  it  was  hosted  by  the  Japan  Institute  of  International  Af- 
fairs (JIIA)  in  co-operation  with  the  leading  international  relations  research  in- 
stitutions of  the  ASEAN  countries  co-ordinated  through  the  Centre  for 
Strategic  and  International  Studies  (CSIS)  of  Indonesia.  Besides  JIIA  and 
CSIS,  the  other  main  participating  institutions  were  the  Institute  of  Strategic 
and  International  Studies  (ISIS)  of  Malaysia;  the  University  of  the  Philippines, 
Department  of  Political  Science;  the  Singapore  Institute  of  International  Af- 
fairs; and  the  Institute  of  Security  and  International  Studies  (ISIS)  of 
Chulalongkorn  University  of  Thailand. 

The  purpose  of  the  conference  was  to  step  up  the  exchange  of  academic 
views  and  opinions  between  Japan  and  ASEAN  on  the  range  of  regional 
political  and  economic  issues  that  affect  both  sides.  At  the  time  of  the  con- 
ference ASEAN  was  confronting  such  issues  as  slower  growth  due  to  low 
primary  commodity  prices,  the  continued  crisis  over  Kampuchea,  and  the 
growing  Soviet  presence  in  the  Asia-Pacific  region.  As  for  Japan,  a  key 
challenge  was  how  to  use  her  potential  to  strengthen  the  region's  development 
and  stability.  The  conference  helped  to  identify  ways  in  which  Japan  and 
ASEAN  can  co-operate  to  deal  with  these  issues  more  effectively.  The  papers 
contained  in  this  volume  provide  evidence  that  these  regional  issues  received 
incisive  analysis  by  the  conference  participants. 

The  idea  of  holding  a  Japan-ASEAN  multilateral  conference  was  first  sug- 
gested by  the  ASEAN  side  to  Prof.  Seizaburo  Sato  of  Tokyo  University  just 
after  the  1984  meeting  of  ASEAN  Institutes  in  Bali.  With  the  co-operation  and 
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sponsorship  of  Prof.  Seizaburo  Sato  and  many  other  interested  parties  on  both 
sides,  this  idea  became  a  reality  after  over  two  years  of  careful  preparations. 

It  was  particularly  fortuitous  that  the  conference  was  held  at  the  beginning 
of  1987,  the  year  that  would  mark  the  twentieth  anniversary  of  ASEAN  and 
the  first  ASEAN  summit  conference  in  the  ten  years.  Thus,  it  was  an 
auspicious  moment  for  Japanese  and  ASEAN  scholars  to  show  their  desire  to 
join  with  each  other  in  equal  partnership  to  address  issues  of  vital  importance 
to  both  sides.  The  timing  also  drew  attention  to  ASEAN's  role  as  a  stabilising 
force  in  the  regional  and  global  economy  and  politics.  ASEAN  today  provides 
a  model  of  co-operation  among  nations  in  geographical  proximity.  The 
ASEAN  countries  stand  ready  to  make  further  important  steps  in  their 
development  and  co-operation  and  the  ASEAN  Summit  taking  place  later  this 
year  will  mark  progress  toward  this  goal. 

The  past  twenty  years  also  has  seen  the  growth  of  ASEAN  ties  with  Japan. 
The  volume  of  trade  has  grown  15  times.  Total  investments  is  84  times  what  it 
was  in  1967.  The  yearly  flow  of  economic  assistance  has  grown  13-fold.  None- 
theless, Japan  is  making  greater  efforts  than  ever  before  to  deepen  these  ties. 
Japan  is  taking  steps  to  increase  the  quantity  and  flexibility  of  its  aid  to 
ASEAN  as  well  as  to  strengthen  Japan-ASEAN  trade  and  investment  rela- 
tions. In  addition,  Japan  is  seeking  to  increase  cultural  exchanges  with 
ASEAN,  and  JIIA,  for  its  part,  hopes,  through  the  activities  of  JIIA's  new 
Center  for  Asia-Pacific  Studies  (CAPS),  to  increase  policy  dialog  with 
ASEAN  in  order  to  formulate  joint  approaches  to  the  maintenance  of  peace 
and  stability  in  the  region. 

The  task  for  the  future  is  to  build  a  more  mature  relationship  between 
Japan  and  ASEAN,  based  on  an  equal  partnership  and  shared  perceptions  of 
common  problems.  As  their  relations  deepen  and  mature  the  challenge  will  be 
to  co-ordinate  effective  responses  to  the  changing  economic  and  political 
forces  shaping  their  common  future.  It  is  hoped  that  through  continued  ex- 
changes of  views  and  opinions  between  Japan  and  ASEAN  we  may  deepen  co- 
operation on  key  issues  that  serve  our  mutual  interests.  The  Japan-ASEAN 
Conference  '87  addressed  this  task  and  it  is  hoped  that  the  reader  will  find 
much  of  value  in  the  papers  that  comprise  this  volume. 


Jusuf  WANANDI,  CSIS 
Kumao  KANEKO,  JIIA 


Opening  Remarks 

Tadashi  KURANARI 


Japan  and  the  ASEAN  countries  have  been  furthering  close,  friendly  and 
co-operative  relations  in  a  broad  range  of  areas,  such  as  the  political, 
economic,  and  cultural. 

The  ASEAN  countries,  as  a  stabilising  force  in  Southeast  Asia,  have  been 
contributing  through  various  activities  to  peace  and  prosperity  not  only  in  this 
region  but  also  in  Asia  and  the  whole  world.  Its  several  initiatives  for  a  com- 
prehensive political  solution  to  the  Kampuchea  problem,  and  its  promotion  of 
regional  economic  co-operation  to  cope  with  the  economic  problems  now 
facing  the  ASEAN  countries  and  to  expedite  their  long-term  economic 
development  are  good,  but  only  partial,  examples  of  such  activities. 

In  view  of  so  important  a  role  played  by  the  ASEAN  countries,  Japan,  as 
an  Asian-Pacific  country,  makes  it  one  of  the  main  pillars  of  its  foreign  policy 
to  promote  close  and  mutually-beneficial  co-operative  relations  with  ASEAN. 
In  my  Foreign  Policy  Speech  at  the  opening  of  the  Diet  Session  on  January  26, 
I  stressed  the  policy  of  continuing  to  make  effort  for  furthering  the  close  rela- 
tions between  Japan  and  ASEAN. 

Needless  to  say,  such  co-operative  relations  have  been  developed  on  the 
basis  of  deepening  mutual  understanding  between  Japan  and  ASEAN.  Accor- 
dingly, in  order  to  further  strengthen  such  relations  between  the  two  parties, 
responding  to  the  ever-changing  situation  in  the  world,  it  is  required  that  they 
improve  communication  and  thereby  facilitate  mutual  understanding. 

From  this  point  of  view,  I  believe  it  is  a  matter  of  great  significance  that  the 
Japan-ASEAN  Conference  has  been  materialised  by  the  co-operation  between 
the  Japan  Institute  of  International  Affairs  and  its  sister  institutes  in  the 
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ASEAN  countries  and  other  organisations.  These  institutes  in  Japan  and  the 
ASEAN  countries  have  conducted  various  studies  and  researches  on  Asian 
countries  and  the  surrounding  international  situation  and  have  obtained  many 
meaningful  results  as  you  are  aware.  It  is  an  epoch-making  event,  I  believe  for 
the  acceleration  of  mutual  understanding  between  Japan  and  ASEAN  coun- 
tries that  those  who  are  at  the  cores  of  such  institutes  are  gathered  together 
here  for  a  free  exchange  of  views  on  the  basis  of  the  results  of  their  past  resear- 

There  have  already  been  established  between  Japan  and  some  ASEAN 
countries  several  bilateral  fora  for  joint  government  -  private  sector  exchange 
WlS"foraS  C°nferenCe  Wil1  b£  aWe  t0  Play  a  c°™Plementary  role  to  such 

This  year  marks  the  twentieth  anniversary  of  the  founding  of  ASEAN  and 
will  witness  the  holding  of  the  first  ASEAN  Summit  Meeting  in  10  years 
1  heretore,  it  will  be  a  momentous  turning  point  for  ASEAN.  I  think  it  is  most 
opportune  that  this  conference  should  be  convened  at  the  beginning  of  such  a 
yc£ir. 

I  trust  that  those  who  are  participating  in  this  conference  will  have  free  and 
constructive  exchanges  of  views  during  the  sessions  of  the  coming  three  days 
in  accordance  with  the  traditional  spirit  of  co-operation  between  Japan  and 
ASEAN,  and  will  obtain  fruitful  results  as  expected  of  this  conference. 

In  concluding  my  remarks,  may  I  express  my  best  wishes  for  the  happiness 
and  prosperity  of  all  the  distinguished  participants  and  the  further  develop- 
ment of  the  friendly  relations  between  Japan  and  ASEAN. 


Japan-US  Economic  Relations 
and  Their  Impact  on  ASEAN 

Ippei  YAMAZAWA 


A  PRIORITY  ISSUE  FOR  ASIA  AND  THE  PACIFIC 

All  ASEAN  countries  have  achieved  rapid  economic  growth  throughout 
the  1970s  and  their  potential  for  continued  growth  in  the  future  gave  a  great 
momentum  to  the  activity  of  Pacific  economic  co-operation.  However,  in  the 
1980s,  most  ASEAN  countries  have  experienced  a  very  slow  or  negative 
growth,  resulting  in  an  economic  growth  slump  in  Asia  and  the  Pacific. 
Restoration  of  the  economic  vitality  of  the.  ASEAN  economies  is  certainly  a 
priority  issue  in  our  region. 

Many  economists  agree  that  the  main  factors  causing  the  slowdown  of  the 
ASEAN  economies  include  the  rapid  fall  of  oil  prices  and  prices  of  other 
primary  products  and  the  stagnant  growth  and  protectionism  in  the  developed 
countries.  A  metaphor  of  two  elephants,  the  United  States  and  Japan,  walking 
on  the  grass  of  ASEAN  represents  a  popular  perception  among  ASEAN  coun- 
tries of  their  present  situation.  Whether  the  two  elephants  struggle  or  make 
love,  the  grass  of  ASEAN  suffers.  This  allegory  conveys  a  true  element  of  the 
economic  relations  among  the  US,  Japan,  and  the  ASEAN  countries,  but  does 
not  represent  the  entire  picture.  I  would  like  to  add  two  other  elements;  first, 
the  two  elephants  are  being  drowned  by  the  tidal  waves  of  economic  fluctua- 
tions and  they  were  treading  on  the  grass  unintentianally;  second,  the  two 
elephants  have  to  co-operate  to  calm  down  the  waves  and  the  grass  could  also 
participate  so  as  to  bring  about  co-prosperity  in  the  region. 

The  purpose  of  this  paper  is  first,  to  explain  the  present  situation  of  the 
ASEAN  economies  and  to  understand  the  forces  affecting  it.  Since  the 
ASEAN  economies  are  open  to  the  outside  world,  their  present  depression 
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should  be  understood  in  the  context  of  the  fluctuation  of  the  world  economy 
The  present  depression  is  the  final  phase  of  a  long  swing  which  began  with  the 
rapid  oil  and  other  primary  products  price  increases  in  the  late  1960s  and  early 
1970s  and  is  ending  with  the  recent  rapid  decline  of  those  products,  which  was 
exaggerated  by  the  ill-managed  policy  responses  by  developed  countries  to  the 
price  increases.  Big  imbalances  and  economic  conflicts  still  remain  among 
trading  partners  and  the  present  economic  difficulties  of  the  ASEAN  countries 
have  been  aggravated  by  them,  especially  by  those  between  Japan  and  the 
United  States,  and  between  the  United  States  and  the  Asian  NICs. 

The  second  purpose  of  this  paper  is  to  find  a  way  out  of  those  difficulties 
and  to  suggest  a  way  to  restore  the  vitality  of  the  ASEAN  economies.  Market 
economies  are  subject  to  fluctuation  of  prices  and  production.  Developed 
economies  are  mainly  responsible  for  the  fluctuation,  but  developing 
economies  have  to  learn  how  to  adjust  to  it. 


WORLD-WIDE  ECONOMIC  FLUCTUATIONS  OF  THE  1970- 1980S 

The  present  state  of  ASEAN  economies  should  be  understood  in  a  broader 
context  of  world-wide  economic  fluctuations  since  the  late  1960s. 


Growth  Disparity  between  Developed  and  Asian  Developing  Countries 

Let  me  start  with  a  quick  review  of  the  growth  performance  of  individual 
countries  in  Asia  and  the  Pacific.  In  the  1970s,  especially  after  the  first  oil 
price  hike,  most  developed  countries  continued  slow  growth  after  their  rapid 
growth  of  the  1950s  and  1960s  (Figure  1).  Japan's  growth  of  her  real  GDP  has 
never  exceeded  6  per  cent  since  1974  in  contrast  to  her  more  than  10  per  cent 
average  growth  in  the  1960s.  The  United  States  continued  a  2-3  per  cent 
growth  in  the  1970s  with  ups  and  downs  ranging  from  minus  2  to  8  per  cent. 
Many  EEC  member  countries  recorded  2-5  per  cent  growth  during  this  period. 

In  contrast,  the  developing  countries  in  Southeast  Asia  achieved  a  high 
growth  throughout  the  1970s.  The  Asian  NICs  achieved  an  8-10  per  cent 
growth  and  the  ASEAN  countries  (other  than  Singapore)  achieved  a  6-8  per 
cent  growth  on  average.  In  the  1980s,  however,  their  growth  performance  has 
tended  to  deteriorate  (Figure  1,  lower  panel).  Both  Asian  NICs  and  ASEAN 
countries  experienced  setbacks  in  their  growth  in  1982  and  1985.  The  ASEAN 
countries,  except  Thailand,  experienced  a  very  low  growth  of  2  to  minus  2  per 
cent  in  1985  and  1986. 

Exports  of  Asian  developing  countries  expanded  faster  than  their  GDP  and 
there  efforts  were  shipped  mainly  to  developed  country  markets  which  ex- 
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panded  at  much  slower  rates.  They  increased  their  shares  rapidly  in  the 
developed  country  markets  but  caused  conflicts  with  domestic  producers 
there.  On  the  other  hand,  the  import  demand  of  the  developing  countries  ex- 
panded equally  in  excess  of  their  GDP  growth  and  their  major  supply  sources 
were  the  developed  countries.  Thus,  the  developing  countries  contributed  to 
the  growth  of  the  developed  countries  through  their  imports  from  the  latter. 
The  growth  disparity  provided  both  conflicts  and  stimulus  to  the  world 
economy. 

Increase  in  Commodity  Prices  and  Policy  Responses  by  the  Developed  Coun- 
tries 

What  is  the  mechanism  underlying  the  world-wide  fluctuation  and  growth 
disparity  mentioned  above?  It  is  a  long  swing  which  started  with  a  big  price  in- 
crease of  petroleum  and  other  primary  products  in  the  late  1960s  and  early 
1970s,  followed  by  high  inflation  and  the  threat  of  unemployment  in  the  latter 
half  of  the  1970s,  and  eventually  dealt  with  by  deflationary  policies  by 
developed  country  governments  in  the  early  1980s,  and  is  now  ending  with  a 
rapid  decline  in  commodity  prices.  Let  us  review  its  individual  phases  in 
chronological  order.  Figure  2  shows  changes  in  major  variables  over  the  long 
swing. 

A  quadruple  increase  in  petroleum  prices  from  October  1973  to  early  1974 
finally  ended  the  rapid  growth  of  the  developed  countries  which  had  continued 
since  the  mid-1950s.  However,  other  commodity  prices  had  started  to  increase 
since  the  late  1960s  (Figure  2,  panel  A).  Wage  rates  continued  to  increase  in 
most  developed  countries  throughout  the  1960s  as  well.  They  all  resulted  from 
the  excess  demand  for  productive  resources  at  the  end  of  a  rapid  growth  and 
accelerated  inflationary  pressure.  International  monetary  disturbances  in  the 
late  1960s  added  an  excess  supply  of  international  liquidity  and  aggravated  the 
trend. 

The  oil  crisis  in  1973  caused  simultaneously  rapid  inflation,  big  trade 
deficits,  big  deflationary  pressures  and  negative  growth  in  major  developed 
countries  (Figure  2,  panel  B).  Governments  tried  to  restore  the  level  of  output 
and  employment  by  means  of  active  fiscal  expansion.  Medium  economic 
growth  was  restored  in  the  latter  part  of  the  1970s  but  inflation  was  built  in 
and  further  accelerated  by  the  second  oil  crisis  in  1979. 

The  deflationary  response  by  governments  came  in  1979  in  order  to  curb 
the  inflation.  In  the  US,  the  Federal  Reserve  Board  tightened  its  money  supply 
which  led  to  much  higher  interest  rates  than  planned.  The  higher  interest  rates 
invited  a  big  flow  of  money  to  the  United  States  and  the  US  dollar  was  ap- 
preciated as  a  result  (Figure  2,  panels  C  and  D).  Japan  and  the  EEC  countries 
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followed  the  US  move  of  tight  monetary  policies,  partly  to  curb  their  own  in- 
flation at  home  and  partly  to  discourage  the  out-flow  of  money  and  stop  the 
depreciation  of  their  own  currencies,  a  source  of  imported  inflation  Thus 
very  high  interest  rates  and  a  strong  dollar  were  the  results  and  most  developed 
countries  suffered  from  accumulated  fiscal  deficits  since  the  oil  crisis. 

A  disparity  has  appeared  among  the  developed  countries  in  responding  to 
deflation.  The  US  continued  fiscal  expansion  and  created  the  twin  deficits  in 
both  the  current  account  and  the  fiscal  budget.  Japan,  on  the  other  hand 
adopted  an  austere  fiscal  policy  and  succeeded  in  reducing  her  fiscal  deficits' 
Her  production  was  oriented  toward  the  export  market  due  to  stagnant 
domestic  demand,  which  resulted  in  a  huge  trade  balance  surplus  and  slower 
growth.  The  under-valuation  of  the  Yen  continued  because  of  a  persistent 
capital  flow  to  the  dollar  market.  The  EEC  was  in  between  Japan  and  the  US, 
but  West  Germany  and  some  other  member  countries  were  closer  to  the 
Japanese  situation. 

However,  the  G5  Agreement  of  September  1985  has  changed  the  trend. 
High  interest  rates  and  the  over-valuation  of  the  US  dollar  have  been  adjusted 
over  the  last  15  months  (Figure  2,  panel  E).  The  downward  adjustment  of  in- 
terest rates  had  started  earlier  as  inflation  slowed  down  and  tight  monetary 
policies  were  eased  in  major  developed  countries.  The  price  index  of  other 
primary  products  reached  its  peak  in  1980,  and  turned  down  since  then, 
reflecting  the  slackened  demand  for  raw  materials  in  developed  countries.  The 
decline  of  oil  prices  came  more  drastically.  It  began  with  a  small  decrease  in 
1983  but  dropped  sharply  since  December  1985.  The  long  swing  is  now 
finishing  its  final  phase,  although  big  imbalances  between  developed 
economies  still  remain  unresolved  (Figure  2,  panels  A,  B,  C,  and  E). 


Continued  Growth  of  the  Asian  Developing  Countries 

On  the  contrary,  the  economic  performance  of  Asian  developing  countries 
differ  from  that  of  developed  countries  over  this  long  swing.  These  developing 
countries  took  off  in  their  economic  growth  in  the  1960s.  They  provide  typical 
examples  of  the  "spread  of  industrialisation"  in  Alexander  Gerschenkron's 
terminology.  Modern  industrialisation  started  earlier  in  the  Asian  NICs  in  the 
late  1950s,  and  was  spread  to  the  ASEAN  countries  in  the  late  1960s. 

These  Asian  countries  have  a  common  strategy,  i.e.,  outward-looking  in- 
dustrialisation, versus  the  inward-looking  strategy  of  their  Latin  American 
counterparts.  The  Asian  NICs  succeeded  in  their  export-led  growth,  and 
benefitted  from  the  unprecedented  expansion  of  world  trade  before  the  oil 
crisis.  The  growth  of  the  ASEAN  countries,  on  the  other  hand,  came  later  but 
it  benefitted  from  the  favourable  prices  for  their  main  exports,  such  as 
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petroleum  and  other  primary  products.  They  implemented  ambitious  develop- 
ment programmes  and  continued  having  a  rapid  growth  throughout  the  1970s. 

However,  the  world-wide  depression  in  the  early  1980s,  hurt  badly  the 
Asian  developing  countries  for  the  first  time  (Figure  1).  Their  exports  to 
developed  country  markets  stagnated  and  their  export  earnings  decreased 
drastically.  Their  imports  for  development  continued  to  grow  and  they  in- 
curred big  trade  deficits.  In  order  to  avoid  further  accumulation  of  foreign 
debts,  many  countries  reduced  their  development  programmes.  The  ASEAN 
countries  have  thus  been  trapped  in  a  serious  depression.  On  the  other  hand, 
Korea  and  Taiwan  have  been  spared  from  this  final  phase,  partly  because  of 
the  decreased  costs  for  energy  and  raw  material  imports,  and  partly  because  of 
accelerated  exports  due  to  their  under-valued  currencies  served  by  the  ex- 
change rate  alignment.  Some  ASEAN  countries  with  less  reliance  on  primary 
product  exports;  such  as  Thailand,  have  been  affected  less  by  stagnant  com- 
modity markets  and  have  maintained  a  medium  growth. 


ECONOMIC  CONFLICTS  BETWEEN  JAPAN  AND  THE  UNITED 
STATES 

The  biggest  issue  at  present  between  Japan  and  the  United  States  is  the 
economic  conflict  between  the  two.  Trade  conflicts  occur  between  close  trade 
partners.  The  United  States  is  the  biggest  trade  partner  of  Japan  and  Japan  is 
the  second  biggest  partner  of  the  United  States  after  neighbouring  Canada.  No 
trade  conflicts  occur  in  the  absence  of  trade.  Trade  occurs  since  both  partners 
gain  from  it.  However,  a  trade  conflict  starts  when  one  partner  or  both  part- 
ners complain  about  the  distribution  of  trade  gains  between  the  two.  There  are 
always  causes  of  complaints  and  it  is  hardly  possible  to  eliminate  trade  con- 
flicts between  trading  partners.  It  is,  however,  feared  that  the  trade  conflict 
has  escalated  so  much  that  policy  measures  are  taken  by  one  or  both  sides 
restricting  trade  or  other  economic  relations  between  the  two.  Since  we  are  in 
the  world  of  multilateral  trade,  trade  conflicts  between  two  countries  easily  af- 
fect other  countries.  Furthermore,  they  may  become  a  political  problem  and 
affect  non-economic  relations  as  well.  Although  we  cannot  eliminate  the 
causes  of  a  trade  conflict,  the  escalation  and  politicisation  of  trade  conflicts 
should  be  avoided. 


From  Sectoral  to  Over-all  Conflict 

The  Japan-US  trade  conflicts  occurred  in  the  process  of  Japan's  catching 
up  with  the  United  States.  Japan's  export  structure  changed  drastically  during 
her  rapid  growth  period.  New  exports  were  shipped  to  the  US  market  and  com- 
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peted  with  American  producers.  American  producers  demanded  protection 
and  the  conflict  was  concluded  with  voluntary  restriction  by  Japanese  ex 
porters.  Textiles  provides  a  classic  example.1  It  was  followed  by  iron  and  steel 
TV  sets,  cars,  machine  tools,  and  semi-conductors  and  most  of  them  are  still 
under  voluntary  export  restriction.  There  are  conflicts  between  Japanese  ex- 
porters and  American  producers  in  individual  sectors. 

However,  in  the  1980s,  there  has  emerged  a  new  aspect  of  Japan-US  con- 
flicts. It  focuses  on  the  over-all  imbalance  between  the  two  countries  and  new 
solutions  are  searched  for.  Bilateral  balances  of  trade  and  current  accounts 
have  turned  in  Japan's  favour  and  have  expanded  since  1981  Further 
liberalisation  of  the  Japanese  market  and  the  reduction  of  the  bilateral  im- 
balance to  a  certain  percentage  of  the  bilateral  imbalance  have  been  demanded 
by  the  US  side. 

Japan  responded  with  a  series  of  trade  liberalisation  programmes  Indeed 
there  have  been  complaints  about  complicated  distribution  channels  in  the 
Japanese  market  and  commercial  practices  preventing  access  by  foreign  ex- 
porters. In  July  1985,  the  Japanese  government  announced  the  Action  Pro- 
gramme to  further  reduce  those  barriers  and  promote  imports.  It  was  the 
seventh  m  a  series  of  trade  liberalisations  since  1972.  It  includes  the  reduction 
or  elimination  of  tariffs  on  over  1,800  items  from  January  1986,  a  package  of 
liberalisation  and  simplification  measures  in  standards  and  certification  pro- 
cedures, and  government  procurement  procedure.  It  departs  from  preceding 
trade  liberalisation  programmes  in  its  principle  and  scale,  and  it  is  expected  to 
increase  imports  and  reduce  the  trade  surplus  in  a  long-run. 

On  the  other  hand,  trade  negotiations  have  continued  on  sectoral  pro- 
blems. Existing  voluntary  restraint  agreements  have  been  re-negotiated  (tex- 
tiles, steel,  TV  sets,  machine  tools,  automobiles  and  animal  skins  and  leather) 
and  MOSS  (Market-Oriented  Sector  Specific)  talks  started  on  four  new  sectors 
(tele-communications  medicine  and  medical  equipment,  electronics,  and  forest 
products). 


Macro-economic  Imbalances 

The  bilateral  trade  imbalance  recorded  in  the  trade  between  Japan  and  the 
United  States  reflects  imbalances  within  each  country.  That  is,  a  big  total  im- 
port  demand  in  the  United  States  has  resulted  in  large  imports  from  most  com- 

'Trade  disputes  over  textiles  between  the  United  States  and  Japan  in  1969-1971  activated 
similar  disputes  between  the  United  States  and  Korea,  Thailand,  Taiwan,  and  Hong  Kong  and  was 
finally  concluded  with  the  full-fledged  framework  of  managed  trade  in  textiles,  the  Multi-fiber 
Agreement  in  1974.  See  I.M.  Destler,  H.  Fukui  and  H.  Sato,  The  Textile  Wrangle:  Conflict  in 
Japanese-American  Relations,  1969-1971,  Cornell  University  Press,  1979. 
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petitive  Japan,  and  a  small  total  import  demand  in  Japan  has  resulted  in  few 
US  exports  to  Japan.  The  United  States  has  similar  imbalances  with  West  Ger- 
many and  some  other  EEC  member  countries.  As  was  shown  in  Section  2,  the 
huge  surplus  of  Japan  and  the  huge  deficit  of  the  United  States  have  resulted 
from  different  responses  by  the  two  countries  over  the  long  swing. 


Table  1 


MACRO  ECONOMIC  PERFORMANCE  OF  JAPAN  AND  THE  USA 
(Billion  US  Dollar) 


1981  1982  1983  1984  1985 


1986 


JAPAN 

1.  Expdrts 

(rate  of  change,  It) 

2.  Imports 

(rate  of  change,  It) 

3.  Balance  of  trade 

4.  Current  account 
(CA/GDP,  It) 

5.  Fiscal  deficit  and  surplus 
(FD  or  S/GDP,  Vt) 

6.  Growth  rate  of  real  GDP  W 

USA 
1  Exports 

(rate  of  change.  It) 

2.  Imports 

(rate  of  change,  */o) 

3.  Balance  of  trade 
(BT  with  Japan) 

4.  Current  account 
(CA/GDP,  It) 

5.  Fiscal  deficit  and  surplus 
(FD  or  S/GDP,  It) 

6.  Orowth  rate  of  real  GDP  (It) 


151.5 

138.4 

147.0 

169.7 

177.2 

209.2 

(16.1) 

(-8.7) 

(6.2) 

(15.4) 

(4.4) 

(19.1) 

142.9 

131.5 

126.4 

136.2 

130.5 

125.5 

(1.1) 

(-8.0) 

(-3.9) 

(7.7) 

(-4.2) 

(-2.3) 

20.0 

18.1 

31.5 

44.3 

56.0 

82.7 

4.8 

6.9 

20.8 

35.0 

49.3 

(4.0) 

(6.9) 

(1.8) 

(2.8) 

..(..  )| 

(-4.0) 

(-1.7) 

3.7 

3.1 

3.2 

5.1 

4.5 

2.3* 

233.8 

212.3 

200.5 

217.9 

213.1 

(5.8) 

(-9.2) 

(-5.6) 

(8.6) 

(-2.3) 

273.4 

254.9 

269.9 

341.2 

361.6 

(6.3) 

(-6.8) 

(5.8) 

(26.4) 

(5.9) 

-28.0 

-36.5 

-67.3 

-112.5 

-124.5 

159.1** 

(-19.0) 

(-21.7) 

(-36.8) 

(-49.7) 

(-54.7)*' 

6.4 

-8.0 

-47.0 

-106.5 

-117.8 

-141.0 

(0.2) 

(-0.3) 

(-1.4) 

(-2.9) 

(-3.0) 

-78.7 

-125.7 

-202.5 

-178.3 

-207.1 

(-2.8) 

(-4.2) 

(-6.3) 

(-5.1) 

(-5.2) 

2.2 

-1.9 

5.0 

8.5 

2.8 

2.3* 

•    1985  III  (July-September)  -  1986  III. 
1986  January-November. 

Source:   IMF,  International  Financial  Statistics,  Yearbook  1986. 


As  is  shown  in  Table  1,  Japan  reduced  her  fiscal  deficit  (under  strict  ad- 
ministrative reforms)  from  4.0  per  cent  of  the  GDP  to  1.7  per  cent  between 
1981  and  1985,  while  the  United  States  expanded  her  fiscal  deficits  (relying 
mainly  on  tight  monetary  policy)  from  2.8  to  5.2  per  cent  during  the  same 
period.  Japanese  exports  expanded,  circumventing  stagnant  domestic  demand, 
and  Japan  has  had  a  slow  growth  and  a  huge  trade  surplus.  The  United  States, 
in  contrast,  adopted  a  less  austere  fiscal  policy  and  experienced  a  boom  in  1983 
and  1984,  but  she  has  incurred  huge  twin  deficits.  A  clear  solution  to  both 
Japanese  and  American  economists  is  that  the  two  countries  should  correct 
their  own  over-all  imbalances  individually. 
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bilateral  balance  and  seek  a  political  solution.  Trade  bills  submitted  to  the 
Congress  include  import  restrictions  on  American  side  and  requests  for 
Japanese  concessions.  The  1987  Trade  Bill  submitted  recently  demands  trade 
surplus  countries  to  reduce  bilateral  imbalances  by  10  per  cent  every  yea  and 
proposes  to  retaliate  against  them  by  means  of  selective  import  surcharges"? 
they  fail  to  do  so.*  However,  some  policy  measures  requested  by  the  Un  ed 
States  contradict  with  GATT  rules,  and  few  economists  expect  the  bilateral  m 
balance  to  be  corrected  by  those  measures. 

Co-operation  for  Macro-economic  Adjustment 

What  have  Japan  and  the  United  States  done  for  their  macro-economic  ad- 
justment? The  Bank  of  Japan  reduced  the  official  re-discount  rate  four  times 
last  year;  from  5.0  to  4.5  per  cent  in  January,  to  4.0  per  cent  in  March,  to  3  5 
per  cent  in  April,  and  to  the  record  low  of  3.5  per  cent  in  November.  In  the 
Overall  Economic  Measure  announced  last  September,  the  government  im- 
plemented a  policy  package  including  a  public  investment  programme  of  3 
trillion  Yen  in  order  to  boost  domestic  demand  and  to  achieve  a  4  per  cent 
growth  target.  However,  the  annual  growth  rate  of  the  real  GDP  turned  out  to 
be  as  low  as  2.3  per  cent  to  September  1986,  and  many  demanded  more  active 
fiscal  expansion.  On  the  other  hand,  the  whole-sale  price  index  declined  by  9  9 
per  cent  to  the  year  ending  last  December,  and  the  consumer  price  index  re- 
mamd  unchanged  for  the  same  period. 

On  the  other  hand,  the  US  Congress  enacted  the  Gramm-Rudmann  Act  in 
1985  which  obliged  the  government  to  eliminate  fiscal  deficits  by  1991. 
However,  the  scheduled  budget  cuts  have  been  difficult  due  to  a  struggle  be- 
tween defence  and  social  security  priorities  and  tax  revenues  have  fallen  short 
of  expectations.  Money  supply  has  been  eased  to  lower  interest  rates  and 
stimulate  investment  in  productive  capacity.  The  real  GDP  grew  by  2.3  per 
cent  for  the  past  year  (to  September  1986).  The  whole-sale  price  index  declined 
by  1.9  per  cent  in  the  year  to  November  1986  and  the  unemployment  rate  was 
6.7  per  cent  in  November  1986. 

The  two  countries  have  resorted  to  exchange  rate  adjustment  after  the  G5 
meeting  in  September  1985.  The  US  Dollar  was  over-valued  in  1981  to  1985, 
due  to  the  very  high  interest  rates  and  capital  inflow  to  the  United  States.  It 
weakened  the  competitiveness  of  American  products  and  aggravated  her  trade 
imbalance.  In  contrast  Japan  was  annoyed  by  the  undervalued  Yen  and 
welcomed  the  appreciation  of  the  Yen  up  to  190-200  Yen  per  Dollar,  although 
no  target  zone  was  agreed  upon  in  G5.  However,  the  appreciation  proceeded 

2Nippon  Keizai  Shimbun  (The  Japan  Economic  Journal),  January  14th,  1987. 
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further  than  expected.  In  March  1986  when  the  Yen  fell  short  of  180  Yen  per 
Dollar,  the  Bank  of  Japan  intervened  by  reverse  transaction,  that  is,  by  selling 
Yen  and  buying  Dollars,  but  the  appreciation  did  not  stop  and  the  Yen  fell 
short  of  160  Yen  per  Dollar  by  August.  It  stayed  at  the  160  Yen  level  for  three 
months  after  the  Miyazawa-Baker  Agreement  in  November  1986,  but  it  started 
to  rise  rapidly  again  since  the  middle  of  January.  The  Dollar  depreciated 
rapidly  against  the  German  Mark  as  well,  down  to  a  record  low.  International 
capital  movement  has  been  very  active  in  the  present  liberalised  financial 
markets,  and  since  the  interest  rates  have  decreased  to  the  record  low,  the  US 
Government  seems  to  urge  a  further  depreciation  of  the  Dollar  by  affecting 
market  expectations. 

However,  in  spite  of  the  drastic  exchange  rate  adjustment  over  the  past  16 
months  the  trade  imbalance  of  Japan  and  the  United  States  has  not  been  cor- 
rected. The  Japanese  trade  surplus  with  the  United  States  has  decreased  in 
terms  of  the  Yen  since  April  1986,  but  it  has  continued  to  increase  in  terms  of 
the  Dollars.  That  is  because  of  the  J-curve  effect,  and  too  rapid  appreciation 
tends  to  discourage  the  recovery  of  domestic  economy.  Export  competitiveness 
has  deteriorated  so  much  that  it  cannot  be  restored  by  cost  reduction  through 
rationalisation,  which  tends  to  discourage  investment  by  exporting  industries 
and  thus  delays  the  recovery  of  the  domestic  economy.  Rather,  concerted  ac- 
tions for  macro  economic  adjustments  are  needed.  Although  monetary 
policies  change  in  parallel  under  high  capital  mobility,  fiscal  policies  tend  to  be 
independent  and  left  to  the  discretion  of  individual  governments.  Concerted 
efforts  are  needed  for  fiscal  policy  expansion.3 


ASEAN  ECONOMIES  IN  THE  1980S 

The  overall  imbalance  of  Japan  and  the  United  States  and  the  economic 
conflict  spurred  by  the  bilateral  imbalance  between  the  two  have  affected  the 
Asian  developing  countries  seriously.  There  are  economic  conflicts  between 
the  two  countries,  and  Asian  developing  countries,  also  some  ASEAN  coun- 
tries suffer  from  trade  conflicts  as  well.  Let  us  start  with  a  quick  overview  of 
the  present  state  of  the  ASEAN  economies  and  their  relations  with  the  United 
States  and  Japan. 


3At  the  2nd  G5  meeting  in  Paris  (February  21-22,  1987),  The  five  Finance  Ministers  agreed  on 
a  package  of  macro-economic  policy  co-ordination  so  as  to  maintain  their  currency  exchange  rates 
at  the  present  range.  It  includes  the  reduction  of  the  BOJ's  re-discount  rate  (down  to  2.5  per  cent) 
and  further  stimulation  of  domestic  demand  through  fiscal  expansion  by  Japan,  stimulation  of 
domestic  demand  through  tax  reduction  by  West  Germany,  and  the  improvement  of  the  balance  of 
payments  through  the  reduction  of  its  fiscal  deficit  by  the  United  States.  Nippon  Keizai  Shimbun, 
February  23,  1987. 
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Serious  Setback  in  1985-1986 

The  economic  situation  differs  among  the  ASEAN  member  countries 
reflecting  different  export  structures  and  some  ad  hoc  factors  specific  to  in- 
dividual countries.  Table  2  shows  changes  in  major  macro-economic  variables 
for  individual  countries.4  Both  Indonesia  and  Malaysia  have  been  affected 
most  seriously  by  the  drastic  decline  of  petroleum  and  other  primary  product 
prices  as  well  as  by  the  stagnant  demand  for  their  products  in  developed  coun- 

LI  I  Co  ■ 

In  Indonesia,  export  earnings  have  decreased  badly  due  to  the  decrease  of 
both  prices  and  volumes  of  their  major  exports,  such  as  oil  and  agricultural 
materials.  Both  mining  and  agriculture  have  stagnated  and  industrial  produc- 
tion for  export  has  also  decreased  except  for  plywood  and  textiles.  Domestic 
and  foreign  investment  have  been  inactive.  The  real  GDP  growth  was  less  than 
i  per  cent  in  1985  and  pessimists  predict  a  negative  growth  in  1986  The 
government  announced  an  over-all  economic  remedy  in  May  which  included 
the  promotion  of  non-oil  . exports  and  encouragement  of  foreign  investment 
The  government  devalued  the  Rupiah  by  31  per  cent  in  September,  and  has 
maintained  high  interest  rates  in  order  to  prevent  capital  flight.  However  the 
economy  has  not  looked  up  yet  and  there  is  concern  about  accelerated  ac- 
cumulation of  external  debts  due  to  persistent  current  account  deficits. 

Malaysia  has  suffered  from  similar  difficulties;  a  big  reduction  of  export 
earnings  due  to  the  reduced  exports  of  oil,  rubber,  and  palm  oil,  the  negative 
growth  of  industrial  and  mining  production,  and  decelerated  private  consump- 
tion and  construction  activities.  Exports  of  textiles  and  electronics  have  been 
encouraged  by  the  depreciation  of  the  Ringgit,  but  not  enough  to  relieve  the  en- 
tire economy.  Real  GDP  growth  was  estimated  to  be  1.1  per  cent  for  1985  and 
around  zero  for  1986. 

On  the  other  hand,  the  Thai  economy  has  been  performing  better,  partly 
because  of  its  non-reliance  on  oil  exports.  It  suffered  from  a  reduction  of  its 
main  export  of  rice,  which,  through  curtailment  of  production  and  shutting 
down  of  many  rice  mills,  has  stagnated  domestic  demand.  However,  exports 
of  textiles,  shoes,  toys,  and  agro-industrial  products  have  been  active  and  their 
production  has  increased.  The  economy  has  maintained  a  4-5  per  cent  growth 
recently.  Since  imports  of  industrial  material  and  investment  goods  have 
decreased,  its  trade  balance  has  improved  and  the  government's  concern  has 
shifted  from  persistent  trade  deficit  to  the  boosting  of  domestic  demand 
through  fiscal  expansion  and  lower  interest  rates. 


"This  section  relies  on  the  survey,  published  in  Asia  Trends  1986  1-IV,  Institute  of  Developing 
Economies. 
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Negative  growth  in  Singapore  and  the  Philippines  have  been  caused  mainly 
by  their  own  ad  hoc  factors.  Singapore  experienced  a  minus  2  per  cent  growth 
in  1985  after  8  per  cent  growth  in  the  previous  year.  Its  serious  setback  resulted 
originally  from  the  depression  of  its  two  neighbouring  countries,  Malaysia  and 
Indonesia,  but  it  was  also  aggravated  by  the  sudden  end  of  a  construction 
boom  and  the  decrease  of  exports  of  petroleum  products.  It  has  also  been  af- 
fected adversely  by  weakened  competitiveness  of  its  industrial  products  due  to 
wage  rate  increases  over  previous  years.  However,  electronics  exports  have 
resumed  and  the  steady  growth  of  that  service  sector  contributes  to  the  revival 
of  its  growth.  Real  GDP  growth  continued  to  be  negative  between  1985/11  and 
1986/1,  but  it  turned  out  a  small  positive,  0.8  per  cent  in  1986/11.  It  is 
estimated  to  be  1-2  per  cent  for  the  whole  year  1986. 

The  Philippine's  growth  has  decelerated  since  1981  due  to  political  in- 
stability and  it  was  negative  in  1985  and  1986.  The  new  President  Aquino  has 
succeeded  in  obtaining  supplementory  financing  from  the  IMF  and  has  eased 
monetary  and  fiscal  policies.  She  has  also  benefitted  from  good  crops  in  1986. 
However,  both  consumption  and  investment  have  stagnated,  and  foreign  in- 
vestment and  exports  have  not  resumed  yet.  Many  strikes  continue  and  the 
unemployment  rate  is  very  high.  Real  GDP  growth  was  minus  2.2  per  cent  for 
the  first  half  of  1986.  NEDA  expects  a  1 .5  per  cent  growth  for  the  latter  half  of 
1986  and  a  5  per  cent  growth  for  1987,  but  economists  predict  the  resumption 
of  growth  will  be  delayed. 

On  the  contrary,  the  Korean  economy  has- looked  up  in  1986,  partly 
because  of  the  decreased  import  prices  of  oil  and  raw  materials  and  partly 
because  of  the  quick  resumption  of  industrial  exports  after  the  exchange  rate 
re-alignment.  Table  3  shows  the  monthly  changes  (accumulated  change  since 
G5)  per  US  Dollar  rates  of  Asian  countries  since  September  1985..- The 
Japanese  Yen  and  German  Mark  were  appreciated  by  54  and  40  per  cent 
respectively  for  a  year,  while  the  Korean  Won  was  almost  pegged  to  the  US 
Dollar.  The  new  Taiwan  Dollar  was  appreciated  by  10  per  cent  and  the  Hong 
Kong  Dollar,  Singaporean  Dollar,  and  the  Thai  Baht  have  also  been  almost 
pegged  to  the  US  Dollar,  while  the  Chinese  Yuan,  the  Indonesian  Rupiah, 
Malaysian  Ringgit,  and  the  Philippine's  Peso  were  depreciated.  Korea  and 
other  Asian  NICs  exports  have  benefitted  from  the  strengthened  competitive- 
ness against  Japanese  and  German  products  and  they  certainly  contributed  to 
their  resumed  rapid  growth  in  1986.  The  better  performance  of  Thai  exports 
resembles  that  of  Asian  NICs  because  of  its  greater  reliance  on  industrial  ex- 
ports than  other  ASEAN  member  countries. 

Figure  3  depicts  changes  in  both  exports  and  investment  for  the  ASEAN 
five  and  Korea  (see  Table  2  for  precise  figures).  It  shows  almost  a  parallel  fluc- 
tuation of  the  two  variables  and  their  downward  trend  in  the  1980s  for  all 
countries.  Table  2  shows  that  investment/GDP  ratio  were  much  higher  than 
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average  for  these  countries,  implying  their  rapid  economic  growth  in  the 
1970s.  However,  the  ratio  also  has  declined  recently.  The  worsened  environ- 
ment for  export  expansion  has  severely  affected  ASEAN's  growth  in  these 
years. 


US-ASEAN  Conflicts 

The  United  States  has  been  providing  the  largest  market  for  the  industrial 
exports  from  Asian  developing  countries  and  thus  contributed  to  their  export 
growth  and  export-led  industrialisation:  Exports  have  come  from  Japan  since 
the  mid-1950s,  from  Taiwan  and  Korea  since  the  mid-1960s,  and  from 
ASEAN  countries  since  the  late  1970s.  Asian  exports  to  the  US  market  ac- 
celerated in  the  boom  years  of  1983  and  1984.  In  fact,  US  imports  increased 
rapidly  from  Europe  and  Latin  America  as  well.  This  over-all  trend  reflects 
not  only  an  expansion  of  industrial  supply  capacities  in  developing  countries 
but  also  the  new  strategy  of  American  multinationals  to  relocate  their  produc- 
tion from  traditional  domestic  sources  to  cheaper  sources  abroad.  Asian  NICs 
and  the  ASEAN  countries  have  provided  a  reliable  alternative  that  is  cheaper 
but  not  inferior  in  quality. 

Another  aspect  of  this  import  expansion,  however,  is  the  enlarged  trade 
deficits  of  the  United  States.  Figure  4  depicts  changes  in  the  US  deficits  with 
Japan,  Asian  NICs,  and  ASEAN  countries  in  the  1980s.  The  US  deficits  with 
Korea,  Taiwan,  and  Indonesia  worsened  further,  surpluses  with  Singapore  and 
Philippines  changed  to  deficit,  and  its  surplus  with  Thailand  and  Malaysia  nar- 
rowed. Worrying  about  the  increasing  trade  deficits,  the  United  States  has 
become  sensitive  to  bilateral  balances  with  those  countries  and  has  started  to 
make  requests  similar  to  those  to  Japan.  They  include,  firstly  protection  of 
American  producers  against  imports  from  these  countries,  secondly  liberali- 
sation of  these  countries'  markets  for  American  products,  and  thirdly  the  ap- 
preciation of  their  exchange  rates  against  the  US  Dollar. 

A  typical  example  of  American  protection  was  the  severe  restriction  of  tex- 
tile imports  under  the  Jenkins  Bill.  The  United  States  has  already  restricted  her 
imports  of  textiles  and  clothing  under  the  tight  framework  of  the  Multi-fiber 
Arrangement  (MFA)  since  1974.  The  Jenkins  Bill  planned  to  further  tighten 
restrictions.  ASEAN  textiles  have  so  far  been  less  restricted  than  those  of  the 
NICs'  under  MFA,  but  it  was  predicted  that  64  per  cent  of  Thai  exports  to  the 
United  States  would  be  curtailed  by  the  new  bill.  Textile  workers  and  college 
students  demonstrated  in  protest  before  the  American  Embassy  in  Bangkok. 
The  bill  was  eventually  rejected  by  President  Reagan  but  it  contributed  to  the 
renewall  of  the  MFA  in  July  1986. 

Another  example  is  the  Farm  Bill  of  1986,  which  promotes  American  ex- 
ports of  farm  products  by  subsidising  the  difference  between  the  US  domestic 
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price  and  the  world  price.  Rice  exports  from  Thailand  were  most  affected.  As 
both  export  and  domestic  prices  of  unsubsidised  Thai  rice  have  decreased  in 
parallel  with  world  market  prices,  farmers  have  been  impoverished.  Thailand 
participated  actively  in  the  ministerial  meeting  of  Fair  Traders  in  Agriculture 
(held  in  Cairns,  Australia  in  August  1986)  and  at  the  meeting  called  for  a  halt 
to  the  "predatory  trade  policies"  of  the  United  States. 

On  the  other  hand,  strong  requests  for  market  liberalisation  were  made  by 
the  United  States  in  the  area  of  trade-related  investment  and  services.  This  area 
is  subject  to  various  regulations,  not  only  for  protectionist  purposes,  but  also 
for  social  or  cultural  reasons,  and  American  requests  have  resulted  in  Asian 
people's  protest  against  American  interference  in  their  domestic  affairs.5 

Requests  for  exchange  rate  adjustment  are  made  to  Korea  and  Taiwan  on 
the  ground  that  the  small  adjustment  of  their  currencies  made  so  far  has  not 
allowed  the  recovery  of  competitiveness  of  American  products  (see  Table  3). 
One  report  predicts  that  the  Taiwan  Dollar  will  be  appreciated  by  30  per  cent, 
and,  the  Korean  Won  by  15  per  cent  in  the  near  future.  Furthermore,  the 
Asian  NICs  have  also  been  requested  to  voluntarily  restrain  their  industrial  ex- 
ports to  the  United  States.6 

The  US  requests  are  stimulated  by  increasing  bilateral  imbalances,  similar 
to  those  with  Japan.  However,  the  ASEAN  economists  regard  it  unjustified. 
First,  ASEAN' s  trade  imbalance  with  the  United  States  is  much  smaller  than 
Japan's.  Second,  ASEAN's  shares  are  still  small  in  the  US  market,  and  third, 
ASEAN  exporters  have  comparative  advantage  with  their  supply  to  the  world 
market.  They  believe  US-ASEAN  conflicts  are  unfairly  aggravated  by  the 
Japan-US  conflict. 


Japan-ASEAN  Conflicts 

Japan  was  the  largest  importer  of  primary  products  from  ASEAN  and  thus 
contributed  to  their  rapid  growth  in  the  1970s.  In  the  1980s  Japanese  imports 
of  oil  and  raw  material  has  been  reduced  partly  because  of  much  slower 

'Complaints  about  the  American  requests  in  Asian  developing  countries  was  occasionally 
reported  in  newspapers.  Nihon  Keizai  Shimbun,  February  17th,  and  April  25th,  1986. 

•The  Korean  Won  appreciated  against  US  Dollar  by  3.2  per  cent  during  the  year  1986  under  the 
deliberate  guidance  by  the  Bank  of  Korea.  It  has  been  accelerated  this  year,  apparently  in  con- 
sideration of  its  increasing  trade  surplus  with  the  United  States  (4.2  billion  dollars  in  1985  and  7.4 
billion  dollars  in  1986).  The  Won  was  appreciated  from  860.8  Won  on  January  5th  to  855.9  Won 
on  February  18th.  Taiwan  has  continued  to  appreciate  the  NT  Dollar  as  she  has  accumulated 
foreign  exchange  reserves  of  50  billion  Dollars,  almost  as  much  as  West  Germany  and  Japan. 
The  NT  Dollar  rate  on  February  18th  was  34.99  per  US  Dollar.  Nippon  Keizai  Shimbun,  February 
19th,  1987. 
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growth  in  Japan,  and  partly  because  of  reduced  consumption  of  these 
materials  per  unit  of  production.  On  the  other  hand,  Japanese  exports  of 
machinery  and  parts  grew  rapidly  to  meet  their  development  needs  and  the  in- 
crease resulted  in  a  bilateral  balance  with  those  countries.  Figure  5  depicts  the 
change  in  bilateral  balance  between  Japan  and  the  Asian  NICs  and  the 
ASEAN  countries.  Japan  incurred  trade  deficits  with  oil  exporters  such  as  In- 
donesia, Malaysia,  and  Brunei,  and  persistent  trade  surplus  with  such  in- 
dustrial exporters  as  the  NICs,  and  Thailand. 

Export  promotion  to  Japan  has  been  a  major  issue  raised  by  the  ASEAN 
side  in  the  Japan-ASEAN  Forum,  an  annual  series  of  official  consultations 
since  its  start  in  1977.  Bilateral  trade  imbalances  with  Thailand  and  Singapore 
caused  economic  conflicts  here  too,  and  official  commitment  to  export  promo- 
tion was  strongly  requested  by  the  ASEAN  side.  They  include  improved 
market  access  for  their  major  exports  such  as  boneless  chicken,  bananas 
plywood,  and  so  on,  through  improved  GSP  (Generalised  System  of 
Preference)  and  simplified  standard  and  certification  procedures.  The  Action 
Programme  announced  in  July  1985  includes  some  official  measures  respond- 
ing to  these  requests. 

It  should  be  noted  that  a  new  type  of  request  has  emerged  recently.  It  is 
best  represented  by  the  White  Paper  on  Structural  Adjustment  of  Thailand- 
Japan  Economic  Relations,  authorised  by  the  Thai  Government  in  August 
1985.  B 

It  requested  Japanese  co-operation  in  such  areas  as  trade,  private  invest- 
ment, and  official  development  aid,  and  aimed  to  promote  the  joint  adjust- 
ment of  the  structure  of  economic  relations  between  the  two  countries. 

Similar  ideas  appeared  in  the  requests  made  by  Indonesia  and  Malaysia. 
Although  they  maintain  persistent  trade  surpluses  with  Japan,  and  Japan  con- 
tinues to  be  the  biggest  importer  of  their  primary  products,  they  wish  to  ex- 
plore new  industrial  exports  to  Japan  and  seek  Japan's  co-operation  in  that 
direction. 


CONCERTED  EFFORTS  TO  IMPROVE  THE  TRADE  ENVIRONMENT 

To  summarise  my  analysis  of  economic  changes  in  Asia  and  Pacific,  the  in- 
dustrialisation of  ASEAN  should  be  viewed  in  the  global  context  of  a  long 
swing  of  the  world  economy  in  the  1 970s  and  1 980s.  It  is  characterised  both  by  a 
big  swing  in  commodity  prices  and  by  awkward  policy  responses  of  the 
developed  countries.  Both  commodity  prices  and  high  interest  rates/over- 
valuation of  the  US  Dollar  have  been  adjusted  recently,  but  what  still  remain 
unsolved  are  the  big  macro-economic  imbalances,  Japan's  slow  growth  with 
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huge  trade  surpluses  and  the  American  huge  twin  deficits.  The  ASEAN  coun- 
tries started  their  modern  economic  growth  in  the  upward  phase  of  the  long 
swing,  benefitted  from  serious  increase  of  their  export  earnings,  but  have  suf- 
fered from  a  big  setback  in  the  downward  phase  in  the  1980s.  Their  difficulty 
has  been  aggravated  further  by  economic  conflicts  between  the  two  big 
economies  in  the  region. 

There  are,  of  course,  some  areas  to  be  improved  by  the  ASEAN  countries. 
The  vulnerability  of  mono-culture  economies  is  seen  in  their  present  difficulty. 
The  diversification  of  their  export  structure,  especially  the  exploration  of 
possible  new  industrial  exports,  seems  to  be  inevitable.  Thailand  has  partly 
succeeded  in  that  direction  and  other  countries  are  oriented  in  the  same  direc- 
tion. Secondly,  the  regional  vulnerability  should  also  be  reduced,  decreasing 
high  dependence  on  the  American  and  other  developed  country  markets,  and 
they  should  diversify  their  export  destination  to  other  areas.  A  major  promis- 
ing alternative  is  their  own  ASEAN  market  with  its  high  growth  potential.  Fur- 
ther promotion  of  intra-regional  co-operation  is  required  in  order  to  achieve 
that  goal.  Thirdly,  economic  fluctuation  is  inevitable  in  market  economies. 
Contrary  to  the  famous  Prebisch  contention,  there  has  not  been  any  long-run 
trend  of  declining  prices  of  primary  products  vis-a-vis  industrial  products,  but 
a  long  swing  in  the  terms  of  trade.  It  is  imperative  for  ASEAN  countries  to 
become  able  to  manage  their  economies  through  the  fluctuation  of  their  main 
production  and  export  earnings. 

ASEAN  countries  have  been  much  freer  from  the  debt  service  problem 
than  many  Latin  American  NICs.  It  does  not  mean,  however,  that  they  have 
been  less  affected  by  it.  Latin  American  countries,  after  having  faced  insolven- 
cy problems,  were  obliged  to  depress  their  economies  under  conditional  loans 
from  the  IMF  and  World  Bank.  In  contrast,  ASEAN  countries  have  been  very 
sensitive  to  the  accumulation  of  foreign  debt,  and  have  been  quick  to  take 
restrictive  measures  to  stop  its  further  accumulation.  They  all  suffer  from 
potential  debt  accumulation.  Recently  there  has  emerged  a  new  approach  to 
this  problem,  as  is  represented  by  the  "Baker  Plan"  proposed  for  the  World 
Bank  last  year.  Instead  of  forcing  developing  countries  to  take  austere  policies 
•and  to  give  up  their  growth,  it  helps  them  to  continue  medium  growth  and  take 
advantage  of  their  high  growth  potential. 

The  high  growth  potential  of  ASEAN  countries  has  given  a  big  momentum 
to  the  activities  for  Pacific  economic  co-operation.  Concerted  efforts  are 
needed  to  realise  this  growth  potential,  and  Japan  is  expected  to  play  a  leading 
role  in  it.  Some  urgent  measures  should  be  taken  to  relieve  present  payment 
difficulties  and  to  prevent  fatal  setbacks  in  major  development  projects.  In  the 
short-run,  successful  co-ordination  of  macro  economic  policies  of  Japan  and 
the  United  States  is  imperative.  But  the  fundamental  and  long-run  solution 
should  be  the  improvement  of  the  trading  environment  and  the  promotion  of  a 
harmonious  division  of  labour  in  the  Asian  and  Pacific  region. 
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It  is  hardly  possible  to  eliminate  all  possible  causes  of  trade  conflicts 
among  close  trading  partners,  especially  in  Asia  and  the  Pacific  where  trade 
and  industrial  structure  has  been  changing  drastically.  However,  it  is  most 
undesirable  that  major  countries  pursue  begger-my-neighbour  policies  as  have 
been  observed  recently.  The  trade  environment  should  be  improved  so  as  to  in- 
clude built-m  measures  for  solving  trade  conflicts.  This  task  is  being  pursued 
now  m  the  new  Uruguay  Round  of  GATT  negotiation. 

Efforts  for  strengthening  the  GATT  system  will  help  us  to  get  rid  of  trade 
problems  in  the  region.  However,  resistance  by  vested  interest  groups  gaining 
from  current  protection  should  never  be  under-rated.  The  real  difficulty  in 
reaching  an  international  agreement  exists  in  reaching  domestic  agreement 
within  individual  countries.  The  commitment  to  "stand  still,"  that  is,  exact  no 
more  protectionistic  measures,  may  sound  like  a  modest  approach,  but  it  will 
serve  to  tie  the  hands  of  domestic  protectionists  with  international  commit- 
ment. 

Domestic  adjustment,  should  be  promoted  in  parallel  with  the  negotiation 
of  individual  issues.  Trade  liberalisation  alone  will  not  work  well  without  ad- 
justment assistance  in  the  switch-over  from  declining  sectors  to  growing  ones 
Domestic  adjustment  is  not  confined  to  developed  countries,  but  developing 
countries  are  also  advised  to  remove  gradually  protectionist  measures  benefit- 
ting domestic  producers.  Trade  liberalisation  is  often  requested  reciprocally 
but  it  is  also  needed  for  improving  the  efficiency  of  domestic  production. 

Objections  by  vested  interests  cannot  be  neglected  and  it  takes  time  to  pro- 
mote structural  adjustment  within  individual  countries.  Initiatives  for  trade 
liberalisation  and  structural  adjustment  cannot  be  taken  unilaterally  in  reality. 
International  commitment  on  gradual  liberalisation  and  structural  adjustment 
helps  to  promote  slow  but  steady  adjustment.  Co-operation  for  the  joint  pro- 
motion of  structural  adjustment  in  Asia  and  Pacific  is  desirable. 

In  July  1986,  the  Japanese  Government  published  a  report  by  the 
Economic  Structure  Study  Group,  an  informal  advisory  group  attached  to  the 
Prime  Minister.  Its  report,  known  as  the  Maekawa  Report,  suggested  the* 
restructuring  of  Japanese  industries  by  promoting  the  national  decline -of  ma- 
jor industries  at  their  maturity  stage.  But  the  redirection  of  the  Japanese 
economy  and  business  behaviour  will  take  time  in  yielding  sufficient  adjust- 
ment. Trade  surpluses  will  continue  for  sometime  and  the  present  GATT 
system  needs  to  be  improved  so  as  to  accommodate  long-lasting  imbalances 
and  trade  friction.  And  it  is  important  to  understand  each  other's  problems 
with  structural  adjustment  in  our  concerted  effort. 7 


7See  for  further  detail  Ippei  Yamazawa,  Review  of  Pacific  Economic  Co-operation:  Trade  and 
Structural  Adjustment ,  mimeographed,  February  1987. 


Figure  1 


GROWTH  PERFORMANCE  OF  SELECTED  COUNTRIES 
(Real  GDP  Growth  Rates,  "7o) 
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Source:   IMF,  International  Financial  Statistics,  1986. 


Figure  2 


CHANGES  IN  MAJOR  VARIABLES  IN  THE  LONG  SWING 
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INCREASE  IN  INVESTMENT  AND  EXPORT  (ft) 
(Percentage  Increase  Over  Previous  Years) 


MALAYSIA 


.  Investment 


SINGAPORE 


Export 


THAILAND 


Export 


1973     1*74     1975     1976      1*77      1978     1979     1910      1981      1982     1983     1984  1985 


368 


Figure  3  continued) 


369 


370 


5 

i 


ASEAN  in  the 
Changed  World  Economy 

Noordin  SOPIEE 


This  paper  starts  off  with  the  assumption  that  the  reader  knows  a  great  deal 
about  the  economies  of  the  ASEAN  Six  and  of  the  basic  trends  and  especially 
the  changing  fundamentals  of  the  world  economy.  Such  an  assumption  may  be 
dangerous  -  especially  with  regard  to  the  author  -  but  it  is  useful  in  the  in- 
terest of  space  and  time. 

Based  on  this  assumption,  this  paper  will  very  briefly  and  in  simplistic  form 
deal  with  the  following: 

1.  the  basic  economic  facts  about  the  ASEAN  Community  of  nations; 

2.  its  very  recent  economic  history; 

3.  some  past,  present  and  future  key  developments  and  changes  in  the  world 
economic  system  that  may  be  of  particular  relevance  to  the  ASEAN  Com- 
munity; and 

4.  some  (perhaps  useful  and  possibly  necessary)  short,  medium-term  and  long- 
run  ASEAN  responses  to  the  coming  challenges  and  opportunities. 

In  other  words,  I  will  try  to  answer  four  questions:  In  economic  terms,  what  is 
ASEAN?  What  has  been  happening  to  ASEAN  recently?  What  has  happened 
to  the  world  economy?  And,  what  do  we  do  about  it? 


SOME  ECONOMIC  FUNDAMENTALS 


First,  there  are  more  people  living  in  the  ASEAN  Community  (280  million) 
than  in  all  of  South  America.  Second,  in  terms  of  international  trade,  in  1984, 
the  ASEAN  market  was  almost  three  times  the  size  of  the  China  market. 
Third,  as  Table  1  shows,  all  the  Six  are  by  international  standards  very  export 
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dependent;  in  1985,  59  out  of  every  100  cents  Malaysia  earned  was  earned 
from  the  overseas  customer;  the  figures  for  Indonesia  (29  per  cent)  the  Philip- 
pines (21.2  per  cent),  and  Thailand  (27.2  per  cent)  were  much  lower  but  all  are 
substantially  higher  than  Japan's  dependence  (16.4  per  cent).  Fourth,  three  of 
the  Six  (Brunei,  Indonesia  and  Malaysia)  are  very  dependent  on  oil  exports 
(Table  2).  Fifth,  except  for  Singapore,  all  the  ASEAN  states  are  very  depen- 
dent on  the  export  of  raw  commodities  (Table  3).  Sixth,  all  the  ASEAN  states 
have  an  essentially  First  World  export  strategy.  In  1984,  out  of  total  exports  of 
US$78  billion,  26  per  cent  went  to  Japan  alone,  19  per  cent  to  the  US  and  10 
per  cent  to  the  EEC.  (Out  of  the  59  per  cent  taken  by  the  First  World,  these 
three  markets  accounted  for  55  per  cent!)  Only  17  per  cent  went  to  the  Third 
World  and  partly  2  per  cent  to  the  Second  World.  Seventh,  all  the  states  are 
import-hungry.  In  1984,  Singapore  and  Malaysia  alone  imported  more  than 
China  and  India  put  together.  The  average  per  capita  import  of  Malaysia 
was  US$918.  In  comparison,  the  "average"  Portuguese  "consumed"  US$781 
of  imported  goods;  the  average  South  Korean  US$763.  It  is  to  be  noted  that 
the  figure  for  Japan  whose  per  capita  income  in  1984  was  5.4  times  that  of 
Malaysia  was  US$1 , 118.  Eighth,  all  the  ASEAN  states  are  devoutly  committed 
to  attracting  and  utilising  direct  foreign  investment.  Ninth,  besides  lying  across 
the  vital  sea  lanes  of  Japan,  the  ASEAN  states  are  comparatively  close 
physically  and  even  closer  in  transport  terms  to  the  Japanese  isles  and  are  very 
much  in  the  Pacific  (which  will  become  the  economic  cradle  of  the  world  and 
its  most  dynamic  economic  core). 

Some  comments  on  the  ASEAN- Japan  economic  relationship  might  be 
useful  here.  It  needs  to  be  emphasised  that  the  ASEAN- Japan  economic  rela- 
tionship is  a  very  important  one  to  both  sides,  but  assymetrical  in  that  Japan  is 
more  important  to  ASEAN  than  the  other  way  around. 


Table  1 

EXPORTS  AS  A  PERCENTAGE  OF  GNP 


Brunei 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

Japan 

I960 

n/a 

n/a 

56.8 

10.8 

n/a 

17.5 

11.5 

1965 

n/a 

4.2 

49.0 

17.3 

n/a 

18.3 

10.9 

1970 

n/a 

13.0 

47.5 

19.4 

n/a 

16.6 

11.3 

1975 

n/a 

23.6 

47.0 

18.6 

n/a 

19.1 

13.7 

1980 

n/a 

31.9 

59.4 

20.3 

220.3 

24.9 

14.9 

1985 

n/a 

28.9s 

59.3 

21.2 

n/a 

27.2 

16.4 

Note:   a.  1984 

n/a.  not  available 

Source:    IMF  (1980),  International  Financial  Statistics  Yearbook;  Washington:  IMF. 


'However,  unlike  Japan,  which  does  not  by  comparison  have  great  trade  but  which  is  a  great 
trader,  the  ASEAN  states  have  great  trade  but  are  not  great  traders. 
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Table.  2 

EXPORTS  OF  PETROLEUM  CRUDE  AND  PARTLY  REFINED 
(as  a  percentage  of  total  merchandise  exports) 


Indonesia        Malaysia       Philippines       Singapore  Thailand 


1980 

61.8 

60.2 

23.8 

1981 

J5.6 

67.4 

25.5 

1982 

56.1 

66.6 

27.4                 .                   .  " 

1983 

55.8 

59.6 

23.7  - 

1984 

n/a 

50.3 

22.6  - 

1985 

n/a 

57.0 

23.2 

Note:  n/a.  not  available 
Source: 


United  Nations  (1984),  Statistical  Yearbook  for  Asia  and  the  PacMc:  Ncv,  York- United  N.,i  v..     •  ,    •  > 

issues);  Externa,  Trade  Statistics;  Kuala  Lumpur:  Statistics  Depart  ^  (m) 


The  trade  between  ASEAN  and  Japan  has  levelled  off  in  recent  years 
Two-way  trade  stood  at  US$32.4  billion  in  1983,  rose  to  US$36.2  billion  in 
1984  but  fell  to  US$31 .5  billion  in  1985. 

TCiapan's  total  Private  sector  investment  in  the  ASEAN  Community  reached 
US$13.47  billion  at  the  end  of  fiscal  year  1985,  amounting  to  16.1  per  cent  of 
Japan's  total  overseas  direct  investment.  The  amount  cumulatively  invested  in 
Indonesia  (US$8.4  billion)  made  it  Japan's  number  two  investment  country 
after  only  the  United  States.  However,  the  amount  of  investment  in  ASEAN  as 
a  percentage  of  Japan's  annual  total  global  investment  has  been  steadily 
shrinking,  reaching  a  low  of  7.7  per  cent  in  fiscal  year  1985  as  a  result  of  in- 
vestment shifts  to  North  America  and  western  Europe. 

An  finally  perhaps,  the  ASEAN  states  have  until  very  recent  years  achieved 
some  of  the  most  dramatic  growth  rates  in  modern  post-war  history.  This,  they 
say,  is  history.  I  should  now  turn  to  the  not-so-encouraging  track  record  of 
1985  and  1986. 


ASEAN'S  SLOWDOWN 

By  1984,  the  ASEAN  Community's  real  GDP  growth  had  declined  to  4.3 
per  cent  (see  Table  4).  By  1985,  it  had  plummetted  to  0.3  per  cent.  Singapore's 
crashed  from  8.2  per  cent  to  -1.8  per  cent.  Malaysia's  fell  to  -1  per  cent.  After 
-4.6  per  cent  in  1984,  the  Philippines  recorded  -1.9  per  cent.  Brunei  achieved  1 
per  cent,  Indonesia  1.3  per  cent.  Thailand  was  the  economic  miracle  of 
ASEAN  in  1985  (registering  4.1  per  cent)  and  it  remained  the  real  odd-man-out 
in  1986,  when  an  ASEAN  real  GDP  growth  of  1.3  per  cent  was  expected.  The 
figures  for  1986  as  set  out  in  Table  4  are  for  the  most  part  optimistic. 
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Table  4 


ASEAN:  GROSS  DOMESTIC  PRODUCT,  INFLATION 
AND  CURRENT  ACCOUNT  BALANCE 


1984  1985  1986(E) 

(Change  in  per  cent) 


Gross  Domestic  Product  (real) 

ASEAN 
Brunei* 
Indonesia 
Malaysia 
Philippines 
Singapore 
Thailand 

Inflation 

ASEAN 
Brunei* 
Indonesia 
Malaysia 
Philippines 
Singapore 
Thailand 

Current  Account  Balance 

ASEAN 
Brunei* 
Indonesia 
Malaysia 
Singapore 
Thailand 


4.3 
1.9 
6.7 
7.8 
-4.6 
8.2 
6.0 


11.6 
3.0 
9.1 
3.9 
50.3 
2.6 
0.9 


-5.2 
2.6 
-2.1 
-1.6 
-0.7 
-2.1 


0.3 
1.0 
1.3 
-1.0 
-1.9 
-1.8 
4.1 


5.5 
2.0 
4.3 
0.3 
23.1 
0.5 
2.4 

JSS  billion) 

-3.2 
2.3 
-2.0 
-0.7 
-0.3 
-1.5 


1.3 
2.0 
1.5 
0.5 
1.0 
-1.5 
4.3 


3.9 
2.0 
4.1 
1.0 
14.0 
1.3 
1.1 


-0.9 
2.3 
-2.1 
-1.2 
0.4 
0.2 


Note:   (E)  Estimates 

Brunei  joined  ASEAN  on  January  7th,  1984 

Source:  National  Reports  and  Ministry  of  Finance,  Malaysia 


There  was  also  not  much  cheer  on  the  inflation  front  except  for  those  who 
feared  stagflation.  As  the  ASEAN  economies  moved  into  stagnation  mode,  in- 
flation (which  was  not  high  except  in  the  Philippines)  substantially  attenuated. 

The  unemployment  situation  has  substantially  worsened  and  will  get 
generally  worse. 

There  is  not  too  much  cheer  either  in  the  trade  and  payments  performance, 
except  (again)  only  in  the  sense  that  things  could  easily  have  been  much  worse. 
The  trade  balance  of  the  ASEAN  Community  in  1985  saw  a  surplus  of  US$3. 1 
billion,  well  up  on  1984's  US$0.5  billion.  But  the  "better"  outcome  was  the 
result  not  of  higher  exports  but  lower  imports.  Aggregate  exports  fell  by  5  per 
cent  compared  to  the  growth  of  12.9  per  cent  in  1984.  But  imports  fell  sharply 
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by  8.7  per  cent,  a  figure  that  has  to  be  seen  in  the  context  of  very  vigorous 
growth  in  ASEAN  imports  in  the  preceding  two  decades. 

In  1985,  all  the  ASEAN  states  except  Brunei  suffered  current  account 
deficits  which  in  aggregate  fell  to  US$3.2  billion  (substantially  lower  than 
1984s  deficit  of  US$5.2  billion).  And  the  estimates  for  1986  are  substantially 
lower  still.  However,  these  achievements,  in  substantial  part  bowing  to  the 
philosophy  and  the  power  of  IMFerialism,  meant  sacrifices  in  welfare  and 
potential  growth.  For  more  than  one  ASEAN  country,  there  is  for  the  first 
time  real  concern  with  balance  of  payments  problems. 

And  for  the  first  time,  the  foreign  debt  problem  as  a  serious  threat  to  a  na- 
tion's survival  is  no  longer  seen  as  a  phenomenon  the  Philippines  and  far-away 
continents  have  to  daily  grapple  with  (see  Tables  5  and  6  and  Charts  1  and  2). 
The  foreign  debt  service  ratio  still  looked  not  too  very  bad  in  1985,  except  in 
the  case  of  the  Philippines.  However,  due  to  the  problem  of  bunching,  the 
dramatic  transformation  in  currency  parities  ~  for  the  ASEAN  states  as  for 
the  vast  majority  of  the  developing  world  the  "dramatic  depreciation  of  the 
US  Dollar"  is  directly  either  a  mirage  or  a  painful  joke  ~  such  things  as  the 
Yen  Credits,  and  most  importantly,  the  collapse  in  export  earnings  in  general 
and  commodity  prices  in  particular,,  the  problem  has  been  dramatically 
enhanced.  The  horrendous  effects  of  the  horrendous  appreciation  of  the  Yen 
vis-a-vis  ASEAN  currencies  is  to  be  calculated  from  the  fact  that  some  40  per 
cent  of  Indonesia's,  more  than  30  per  cent  of  Thailand's  and  22  per  cent  of 
Malaysia's  foreign  debt  is  denominated  in  Yen. 

Figures  are  not  so  readily  available  on  the  level  of  direct  foreign  investment 
in  the  ASEAN  Community.  But  it  is  all  too  evident  that  the  picture  on  invest- 
ment as  a  whole  has  not  been  good  and  the  facts  on  foreign  investment  have 
been  awful,  although  rays  of  light  are  now  seen  piercing  through  the  thick 
clouds. 

Table  5 


ASEAN  COUNTRIES:  PUBLIC  AND  PUBLICLY  GUARANTEED 
EXTERNAL  DEBT  OUTSTANDING 
(in  USS  Million) 


Brunei 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

1970 

2,443.2 

390.0 

574.4 

151.9 

324.1 

1975 

7,994.0 

1,338.2 

1,384.2 

550.0 

616.1 

1980 

14,971.3 

3,865.2 

6,525.7 

1,320.0 

4,099.5 

1984 

22,882.8 

11,846.0 

11,175.7 

1,910.9 

7,567.8 

Source:   The  World  Bank  (1985/1986):  World  Debt  Tables  -  External  Debt  of  Developing  Countries;  Washinglon,  D.C.,  USA. 


378 


Chan  1 


PUBLIC  LONG-TERM  DEBT  INDICATORS 


74       75      76      77       78       79      80      81      82      83  84 
Privite  Sources  o  DOD 
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74      75      76      77      78      79       SO      SI      82      13  14 
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74      73      76      77      78       79      80      81      82  83 
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Scm:  The  Work)  u.nk  (IMVI«M)j  Wotld  a,,,,  nbla .  £„„,„,  ^  ^d^^,  w„Wwon,  D.c.,  uy,. 
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PUBLIC  LONG-TERM  INDICATORS 
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Table  6 


ASEAN  COUNTRIES:  PUBLIC  AND  PUBLICLY  GUARANTEED  DEBT  SERVICE 
(as  a  percentage  of  exports  of  goods  and  services) 


Brunei 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

1970 
1975 
1980 
1984 

6.9 
7.5 
7.9 
14.7 

3.6 
3.3 
2.5 
7.7 

7.3 
7.0 
7.3 
14.1 

0.6 
0.7 
1.0 
1.0 

3.4 
2.4 
5.3 
13.0 

Source:   The  Worid  Bank  (1985/1986):  World  Oeo<  TaUes  -  toema,  Oeo,  ofOeve^  Countries;  Washington,  D.C.,  USA. 


THE  CHANGED  WORLD  ECONOMY:  SOME  AWESOME  THREATS 
AND  POSSIBLE  OPPORTUNITIES  HKhATS 

Having  "dealt"  with  "ASEAN,"  let  me  now  turn  to  only  a  few  of  the  ma- 
jor components  of  "the  changed  world  economy."  Some  of  the  elements  I 
shall  highlight  have  already  come  to  pass;  some  have  merely  reared  their  head 
and  will  emerge  forcefully,  torso  and  all,  in  the  near  future;  and  some  are  like- 
ly to  really  affect  us  in  the  much  longer  term.  In  discussing  things  that  are 
new  it  is  always  useful  to  remind  ourselves  that  most  new  things  are  old 
and  almost  all  new  things  take  a  longer  time  to  impact  and  fully  develop  than 
the  intoxicated  mind  of  the  strategist  will  generally  concede. 

In  the  class  of  old  new  fundamentals,  the  "Drucker  Thesis"  might  be  put 
as  it  refers  to  commodities.  First  expounded  in  an  article  entitled  "The 
Changed  World  Economy"  published  in  the  Spring  issue  of  Foreign  Affairs, 
Peter  Drucker  argues  that  the  primary-products  economy  has  come  "un- 
coupled^' from  the  industrial  economy  and  the  changes  are  structural,  not 
cyclical.  Non-oil  commodity  prices  will  remain  depressed  because  of  long- 
term  structural  over-supply,  because  of  the  increasing  economies  in  the  use  of 
(non-farm)  commodity  materials,  and  because  of  the  availability  of  sub- 
stitutes. 

Disciples  of  Raul  Prebish  will  no  doubt  take  note  of  this  "new"  thesis  as 
will  students  of  economic  history  conversant  with  the  Great  Depression  era 
and  the  economic  treatises  of  the  period.  Anyone  who  has  read  the  speeches  of 
economic  ministers  from  any  Third  World  country  will  know  that  the  idea  that 

2Drucker  states  that  growth  in  the  industrial  countries  will  no  longer  be  the  engine  pulling  the 
prices  of  commodity  prices  up.  He  additionally  argues  that  in  the  industrial  economy  itself,  pro- 
duction has  come  uncoupled  from  employment  and  that  capital  movements  rather  than  trade  in 
goods  and  services  have  become  the  engines  and  driving  force  of  the  world  economy. 
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one  should  get  out  of  commodities  is  neither  rare  nor  new.  Anyone  who  can 
look  at  a  graph  and  has  seen  all  the  beautiful  ones  in  the  World  Bank's  annual 
publication  called  "Commodity  Trade  and  Price  Trends"  will  know  the  score 
on  commodities  (Table  7).  To  be  sure,  there  are  sunrise  commodities  as  well  as 
sunset  commodities  (although  the  latter  are  hard  to  come  by)  just  as  there  are 
manufactured  products  with  a  bright  future  and  manufactured  products  with  a 
dark  future. 

Commodity's  future  will  be  determined  by  the  same  set  of  four  variables  as 
commodity's  past:  shifts  in  demand,  shifts  in  supply,  changes  in  exchange 
rates  and  changes  in  market  psychology.3  The  recent-past  correlation  of  fac- 
tors has  seen  real  non-oil  commodity  prices  at  levels  60  per  cent  below  their 
average  level  during  the  late  1970s,  lower  than  at  any  time  since  the  Great 
Depression.  At  below  US$15  a  barrel,  even  oil  is  below  the  1933  real  price 
From  the  depths  of  1985/1986,  there  cannot  but  be  a  degree  of  recovery,  a 
substantial  degree  of  recovery.  And  already  the  prices  are  showing  real  signs'of 
an  upturn.  Nevertheless,  the  correlation  of  factors  can  be  expected  to  be  such 
that  for  commodities  in  general,  the  medium-term  outlook  is  not  bright  for  the 
producer  (though  rather  rosy  for  the  consumer).4  This  has  enormous  implica- 
tions for  ASEAN  because  the  ASEAN  economies  are  so  dependent  on  com- 
modity exports.  But  even  this  assertion  is  neither  rare  nor  new  for  anyone  who 
has  been  reading  newpapers  in  the  ASEAN  region  for  the  past  thirty  years. 

As  a  subset  of  commodity  prices,  it  might  be  noted  that  there  is  unlikely  to 
be  very  substantial  price  recovery  on  the  part  of  oil  in  the  short  and  short- 
medium  term. 

Besides  the  commodity  Collapse  of  1985,  the  Crash  of  1986,  the  clear 
"structural"  decline  of  the  last  few  hundred  years,  and  the  Third  Oil  Shock,  I 
should  like  to  emphasise  the  problem  of  financial  flows.  This  too  is  structural, 
not  cyclical. 

Based  on  IMF  data,  it  is  clear  that  the  Third  World  had  increased  its 
foreign  debt  from  US$500  billion  in  1980  to  US$800  billion  in  1985.  Some  now 
put  it  at  a  rather  round  US$1  trillion.  All  this  despite  the  fact  that  the  banks 
started  slashing  their  levels  of  lending  from  1981  when  they  realised  that  the 
Third  World  would  never  be  able  to  repay  their  loans. 

3Of  these  factors,  only  market  psychology  need  be  explained.  For  a  period  especially  in  the  late 
1970s,  commodity  markets  were  dominated  by  the  "Limits  of  Growth"  psychology,  the 
pychology  of  shortage,  which  helped  to  explain  the  abberrational  commodity  prices  of  the  last 
commodity  peak:  1979-1980.  The  market  psychology  has  turned  180  degrees  and  present  and  near 
future  commodity  markets  can  be  expected  to  be  influenced  by  the  belief  that  prices  will  be  low 
and  supply  plentiful. 

4One  should  be  more  cautious  about  the  long-term  but  any  country  that  has  other  options  and 
chooses  to  invest  heavily  in  commodities  is  either  deaf  or  dumb  --  or  both. 
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In  that  year,  for  the  first  time  in  modern  history  and  perhaps  in  human 
history,  the  poor  became  net  exporters  of  capital.  In  that  year,  the  debt  service 
repayments  of  the  Third  World  exceeded  new  borrowing  and  other  financial 
inflows.  The  net  transfer  to  the  rich  countries  sky-rocketed  from  US$7  billion 
in  1981  to  US$56  billion  in  1983  to  US$74  billion  in  1985.  In  that  year,  new 
borrowing  and  rescheduling  came  to  US$41  billion;  debt  servicing  stood  at 
US$114  billion. 

Please  note  that  these  net  capital  flows  do  not  include  profit  repatriations, 
and  private  capital  outflows  whether  of  the  flying  or  non-flying  kind.  They  ex- 
clude the  Middle  East  oil  exporters.  If  all  are  taken  into  the  reckoning,  the 
total  outflows  from  the  developing  to  the  developed  would  not  be  far  short  of 
US$230  billion,  a  sum  four  times  larger  than  the  entire  Marshall  Plan.  (This 
"Marshall  Plan"  aid  from  the  poor  to  the  rich,  incidentally,  will  not  be  repaid 
...  with  interest.) 

The  burden  of  foreign  debt  would  not  be  so  onerous  if  it  were  not  coupled 
with  punishing  export  prices.  But  the  facts  are  that  whilst  between  1980  and 
1985,  the  Third  World  debt  service  burden  escalated  from  US$78  billion  to 
US$114  billion,  non-oil  commodity  export  earnings  fell  from  US$104  billion 
to  US$87  billion. 

What  we  have  seen  in  the  last  couple  of  years  has  been  a  transfer  of 
resources  from  the  poor  to  the  rich,  from  the  developing  to  the  developed, 
such  as  has  never  been  seen  before  in  the  history  of  mankind.  The  trend  will 
continue  for  the  forseeable  future  (which  might  possibly  be  shorter  than  we 
think).  For  how  long  more  the  poor  will  bear  the  burden  without  refusing  to 
pay  or  by  deciding  in  concert  to  repay  only  up  to  a  percentage  of  their  export 
earnings  no  one  can  tell.  Anyone  who  believes  that  the  foreign  debt  crisis  is 
behind  us  is  also  either  deaf  or  dumb  -  or  both.  The  same  can  be  said  about 
those  who  deny  the  inevitable  logic  or  existence  of  the  trade  war  threat.  The 
threat  here  lies  in  the  further  development  of  the  great  US- Japan  trade  con- 
flict and  the  great  US-EC  trade  conflict.  Roy  Denman,  head  of  the  delegation 
of  the  Commission  of  the  European  Community  to  the  US-EC  talks,  whose 
breakdown  has  seen  the  US  set  an  ultimatum  for  day  after  tomorrow,  wrote 
two  weeks  ago  in  the  Washington  Post  that  "For  40  years  those  of  us  in  the  in- 
ternational trade  policy  fraternity  thought  a  trade  war  was  like  a  scarecrow.  It 
could  usefully  frighten  the  ignorant.  But  those  of  us  in  the  business  knew  that 
it  would  never  be  for  real."  The  fact  of  the  matter  is  that  the  scarecrow  is  now 
no  longer  just  for  the  birds.  It  will  not  frighten  the  ignorant,  only  the  well  in- 
formed. 

Even  with  the  Unfted  States  pre-occupied  for  the  time  being  on  the  eastern 
front,  all  is  by  no  means  quiet  on  the  western  front.  The  US- Japan  trade  con- 
flict (which  Malaysia's  Prime  Minister  said  more  than  two  years  ago  was  more 
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dangerous  than  anything  that  the  Russians  can  do  to  any  of  us)  cannot  die 
down  and  must  escalate.  In  both  these  trade  conflicts,  the  ASEAN  state  are  in 
danger  ,f  the  combatants  collide  and  they  are  in  danger  if  they  collude  -  and 

h    °   v!  T^tat101?  uf  C°nfliCt  reSO,Ution  or  aPPeasement  on  the  basis  of 
short-sighted  bilateral  book-keeping  and  trade  diversion. 

Add  to  this  the  almost  inevitable  increase  in  protectionism.  So  far,  despite 
all  the  sound  and  fury,  we  have  only  seen  the  spectre.  It  cannot  be  as  terrifying 
as  the  real  thing  ...  when  the  deluge  cometh. 

Because  of  this  protectionism,  which  must  inevitably  rise  (at  least  in  the 
short  and  short-medium  term)  markets  will  in  the  future  become  more  and 
more  a  widely  recognised  resource  and  an  instrument  of  national  policy  Ex- 
pect the  recent  diversion  of  disproportionate  Japanese  and  other  private  in- 
vestment to  the  United  States  and  the  European  Community  to  continue. 

Expect  western  Europe  and  North  America  to  continue  to  be  a  vast  mop 
soaking  up  most  of  the  capital  of  the  capital  surplus  countries. 

Expect  transformations  in  the  world  of  technology  to  have  the  effect  of 
allowing  the  developed  countries  to  keep  their  industries  at  home  instead  of 
moving  them  to  cheaper  production  areas.  Increasing  automation  will  reduce 
the  advantages  of  cheap  labour  while  creating  greater  levels  of  unemployment 
m  the  developed  countries,  which  will  create  greater  social  pressures  against 
the  export  of  industries.  Some  sunset  industries  will  rise  again  in  the  advanced 
countries.  Proximity  to  cheap  sources  of  labour  will  be  much  less  important 
than  proximity  to  markets.  Even  industries  of  the  South  may  be  tempted  to  re- 
locate in  the  North. 

Expect  falls  in  the  level  of  global  foreign  aid.  The  US  figures  already  show 
some  dramatic  cuts. 

Expect  the  structural  decline  in  the  rate  of  growth  of  international  trade  to 
continue. 

Expect  the  United  States  to  continue  in  its  structural  decline  as  an  economic 
power.  Expect  the  process  of  the  Third  World  dissatisfaction  of  the  US  to  con- 
tinue. Expect  a  degree  of  trauma  within  the  American  body  economic  and 
body  politics  and  therefore  a  degree  of  traumatic  consequences  for  the  world. 

Let  me  end  this  litany  of  the  ills  of  the  world  economic  system  by  sug- 
gesting that  it  is  probable  that  because  of  structural  and  not  cyclical  factors,  of 
which  the  world's  major  and  mostly  unsolvable  problems  are  at  the  core,  we 
are  entering  an  era  of  even  slower  global  economic  growth.  In  the  1960s,  the 
world  grew  at  more  than  5  per  cent.  In  the  first  half  of  the  1970s,  the  figure 
had  slipped  to  4  per  cent;  in  the  second  half,  it  had  slipped  further  to  3.5  per 
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cent.5  In  the  first  half  of  the  1980s,  we  have  seen  an  average  of  2  per  cent. 
Straight-line  extrapolations  are  not  without  great  dangers  and  it  is  well  to  re- 
mind ourselves  of  the  need  to  be  cautious  with  "surprise-free  projections" 
~  because  the  future  is  never  ever  without  surprises.  At  the  same  time,  it  would 
be  foolish  not  to  look  at  the  footsteps  of  the  past  and  not  to  err  on  the  side  of 
judiciousness  and  caution. 

Let  it  not  be  said  that  there  are  no  rays  of  light  and  hope.  Assuredly,  the 
world  economy  is  sick.  It  is  not  in  complete  darkness. 

There  is  light  for  us  in  this  region  in  the  fact  of  Japan's  historic  rise  to 
economic  superpowerhood.  Better  that  an  Asian  and  a  Pacific  Power  were  to 
emerge  as  the  greatest  creditor  nation  on  this  planet.  There  is  also  some  hope 
to  be  derived  from  the  opening  of  Japan,  however  flawed  and  difficult  to  ex- 
ploit that  might  be. 

Even  the  most  optimistic,  however,  cannot  but  come  to  the  conclusion  that 
except  for  some  exceptions,  even  miracles  taking  place  before  our  very  eyes, 
the  global  economy  is  essentially  sick. 

IN  THE  FACE  OF  THE  CHANGED  WORLD  ECONOMY 

The  second  section  of  this  paper  makes  it  perfectly  plain  that  the  ASEAN 
states  (except  for  Thailand)  are  at  present  and  for  some  time  now  have  come 
under  severe  attack.  The  effects  are  no  less  devastating  because  there  is  no 
clearly  identifiable  foe.  They  are  no  less  damaging  because  the  attack  is 
economic,  not  military.  Our  societies  are  being  shaken,  many  of  our  institu- 
tions are  being  subverted,  many  of  the  pillars  of  our  national  resilience  are 
taking  a  hammering. 

Not  only  are  the  ASEAN  states  now  under  immediate  attack.  They  face  an 
environment  that  is  increasingly  hostile  and  a  future  that  is  increasingly  in- 
hospitable. The  days  of  wine  and  roses  are  gone  and  gone  for  good. 

In  the  face  of  the  changed  domestic  environment,  the  hostile  external  en- 
vironment and  the  clearly  inhospitable  future,  quite  obviously  a  thousand  and 
one  things  must  be  done.  Let  me  mention  just  a  few. 

First,  the  psychology  of  the  ASEAN  peoples  must  be  changed,  especially 
the  psychology  of  the  well-heeled  middle  class  whose  standard  of  living  must 
be  the  envy  of  their  less  fortunate  counterparts  in  Japan,  South  Korea, 
Taiwan.  The  people  must  be  told  the  hard  facts  of  life  and  they  must  know 
these  hard  facts. 

3See  C.  Fred  Bergsten,  "Gearing  Up  World  Growth,"  in  Challenge,  May/June  1986.  Dr. 
Bergsten  was  US  Assistant  Secretary  of  the  Treasury  for  International  Affairs  from  1977  to  1981. 
He  is  now  Director  of  the  Institute  for  International  Economics,  Washington,  D.C. 
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We  must  hold  firm  to  the  belief  that  much  of  our  economic  future  will  con- 
tinue to  lie  in  export-led  growth  ~  even  in  a  world  of  stagnating  world  trade 
and  ever-increasing  protectionist  impulses.  The  international  environment  will 
certainly  provide  little  encouragement  of  the  strategy  of  export-led  growth. 

At  the  same  time  we  must  not  retreat  behind  high  tariff  walls. 

With  regard  to  export  strategy,  it  must  be  obvious  that  despite  all  the  enor- 
mous difficulties  and  limitations  involved,  the  ASEAN  states  must  abandon 
their  limited  First  World  strategy  and  adopt  a  Three  World  Strategy.  This 
must  mean  seriously  attempting  for  the  first  time  to  make  breakthroughs  to 
the  markets  of  the  South  and  to  the  markets  of  the  Socialist  economies.  With 
regard  to  the  latter,  this  does  not  only  mean  China.  It  must  also  mean  the 
Soviet  Union.  And  it  must  mean  eastern  Europe. 

At  home,  painful  steps  will  have  to  be  taken  to  enhance  our  com- 
petitiveness. Among  the  essential  things  to  be  done  is  to  deal  with  the  distor- 
tions that  stand  in  the  way.  Among  the  things  we  must  make  sure  is  that  our 
currencies  are  not  over-valued. 

Our  bureaucracies  are  too  large;  they  must  be  pared  down.  Our  economies 
are  too  over-regulated.  There  should  be  zero-based  deregulation  planning. 
There  is  too  much  state  capitalism.  Government  must  get  out  of  business.  We 
must  privatise.  Our  private  sectors  are  too  weak;  they  must  be  strengthened 
(no  doubt  at  substantial  societal  cost).  There  is  and  there  will  be  too  little 
foreign  investment  in  ASEAN.  We  must  begin  to  fight  for  investment,  not 
merely  seek  it.  There  is  too  much  corruption,  too  much  societal  dishonesty. 
There  must  be  less  corruption.  There  must  be  more  honesty  at  every  level,  in 
every  sphere. 

Most  obviously,  ways  must  be  found  to  take  full  advantage  of  a  Japan  that 
will  be  flushed  with  funds,  of  Japanese  tourists  with  incredible  money  in  their 
pockets,  of  Japanese  industry  pushed  by  the  dramatic  rise  of  the  Yen  into 
seeking  cheaper  production  platforms  offshore. 

ASEAN  should  exploit  more  effectively  and  productively  its  potentials  for 
economic  diplomacy.  And  the  time  has  come  for  ASEAN  to  become  for  the 
first  time  a  forceful  and  effective  exercise  in  economic  co-operation  and  in- 
tegration. 


ON  ASSUMPTIONS  AND  CERTAINTIES 

This  paper  started  with  an  assumption.  It  will  end  with  what  is  almost  a 
certainty.  And  that  is  that  the  future  history  of  the  ASEAN  states  will  not  de- 
pend on  any  war  fought  in  any  arena  of  combat  --  air,  land  or  sea.  It  will  not 


ASEAN  IN  THE  WORLD  ECONOMY 


387 


be  determined  by  the  fascinating  game  of  diplomacy.  It  will  not  be  decided  on 
the  political  battlefield.  More  than  anything  else,  our  destiny  will  depend  on 
what  happens  to  our  external  economic  environment,  on  how  we  shape  our  in- 
ternal economic  environment,  and  how  well  we  can  respond  to  the  challenges 
and  the  opportunities  of  the  former  by  reinforcing  the  strengths  and  over- 
coming the  weaknesses  of  the  latter. 

Our  future,  fortunately,  lies  essentially  in  our  hands.  But  in  the  difficult 
days  ahead,  we  will  need  all  the  friends  we  can  find.  And  we  must  find  them 
wherever  they  may  be. 

As  for  our  Japanese  friends,  it  is  inevitable  that  as  the  potential  economic 
leader  of  the  Pax  Pacifica  in  the  shorter  term  and  the  inevitable  leader  of  the 
Pacific  Century  in  the  longer  term  much  will  be  asked  and  much  will  be  ex- 
pected of  their  country.  This  too  is  almost  a  certainty. 


China's  Asian  Policy: 
Chance  or  Challenge? 

Tatsumi  OKABE 


HISTORICAL  BACKGROUND 

China's  contemporary  foreign  policy  can  best  be  understood  when  viewed 
against  its  historical  background,  since  this  makes  clearer  the  contrast  between 
past,  present  and  future  problems.  China  inherited  at  least  three  different 
historical  traditions  with  regard  to  her  foreign  policy.  The  first  is  the  memory 
of  the  Middle  Kingdom  in  which  China  enjoyed  the  status  of  the  centre  of  the 
world  by  its  superior  level  of  civilisation.  The  second  is  the  power  politics  ex- 
periences inherited  from  the  warring  period  of  over  a  thousand  years  ago.  The 
third  remnant  is  the  newest  and  therefore  most  influential  memory.  That  is  the 
humiliation  experienced  under  the  pressure  of  "imperialist"  powers  since  the 
19th  century. 

It  is  often  argued  that  the  first  remnant,  namely  the  Middle  Kingdom  syn- 
drome, still  has  an  enormous  influence  on  China's  foreign  policy,  especially  its 
policy  toward  neighbouring  smaller  countries.  It  is  true  that  some  of  the  peo- 
ple in  these  smaller  countries  feel  China's  arrogance  lingering  from  its  once 
glorious  past  in  the  country's  contemporary  attitudes.  It  is,  however,  difficult 
to  imagine  that  the  syndrome  still  occupies  an  important  place  in  China's 
foreign  policy  formation.  Because,  as  seen  from  the  historical  perspective, 
China's  more  recent  experience  of  humiliation  in  the  19th  century  and  its 
urgent  desire  to  overcome  its  retarded  status  in  the  modern  international 
system  into  which  China  was  absorbed  after  vain  resistance,  has  been  the  main 
motivating  force  of  the  Chinese  nationalists  since  the  previous  century.  China 
is  now  a  country  which  is  trying  quite  strictly  to  adhere  to  the  fundamental 
classic  rules  of  the  traditional  international  system  such  as  sovereignty  and 
non-intervention  in  the  internal  affairs  of  other  countries  in  order  to  secure  its 
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independence  from  outside  (it  is  here  that  the  power  politics  tradition  is  mainly 
utilised).  It  is  also  well-known  that  most  of  the  founders  of  the  Chinese  Com- 
munist state  became  Communists  in  order  to  elevate  the  status  of  China  in  the 
modern  international  system  rather  than  to  solve  class  struggles  in  China. 

Thus,  China's  foreign  policy  since  the  mid-19th  century  has  centred  on 
how  to  strengthen  the  country  in  order  to  cope  with  the  stronger  countries  sur- 
rounding China.  The  Communists  have  been  the  most  successful  group  in 
China's  modern  history  in  pursuing  this  national  goal.  The  Middle  Kingdom 
syndrome  may  have  remained  embedded  in  the  minds  of  individual  Chinese 
leaders,  but,  as  a  group,  Chinese  leaders,  both  Communists  and  non- 
Communists  alike,  have  been  interested  in  how  to  adapt  to  the  new  interna- 
tional system  they  have  had  to  live  in  since  the  19th  century.1  It  is  necessary 
here  to  differentiate  personal  psychology  from  organisational  decision- 
making, as  is  often  pointed  out.  At  the  same  time,  although  the  existence  of 
one  billion  Chinese  itself  is  a  problem  for  smaller  neighbouring  countries,  the 
pressure  China  exerts  is  not  as  if  the  Chinese  leaders  have  intentional  expan- 
sionist policies  based  on  the  Middle  Kingdom  syndrome. 

The  strong  desire  for  modernisation  is  no  more  than  the  most  observable 
example  of  China's  efforts  for  adaptation  to  the  rules  of  the  nation-state 
system.  The  Communist  desire  for  modernisation  has  continued  since  the 
establishment  of  the  People's  Republic  with  many  different  trials  and  errors, 
and  they  seem  to  have  found  now  that  the  most  familiar  road  to  modernisation 
for  most  of  the  developing  countries  is  the  best  way  for  China,  too.2 


FROM  THE  1940S  TO  THE  REFORM 

China's  Asian  policy  in  the  past  cannot  be  separated  from  the  "inter- 
mediate zone  theory"  which  viewed  the  Third  World  as  the  most  important 
battleground  between  enemies,  whether  they  be  East  or  West,  China  and  the 
United  States,  or  China  and  the  Soviet  Union.  The  proto-type  of  the  theory 
was  originated  in  Mao's  1946  talk3  when  the  Communists  started  an  all-out  in- 


'See  Tatsumi  Okabe,  "Chugoku  no  taigai  seisaku  to  taigai  imeji"  (China's  Foreign  Policy  and 
Its  Foreign  Policy  Images),  in  Tatsumi  Okabe,  Ed.,  Chugoku  gaiko  --  seisaku  kettei  no  kozo 
[China's  Diplomacy:  The  Structure  of  Decision-making]  (Tokyo:  Ninon  Kokusai  Mondai  Kenkyu- 
jo,  1983). 

2See  Tatsumi  Okabe,  Chugoku  wa  kindaika  dekiruka?  [Can  China  be  Modernized?]  (Tokyo: 
Nihon  Keizai  Shimbunsha,  1981). 

3Mao  Zedong,  "He  Meiguo  jizhe  Anna  Louise  Strong  de  tanhua"  [Interview  with  Anna 
Louise  Strong],  Mao  Zedong  Xuanji,  [Selected  Works  of  Mao  Zedong],  Vol.  4  (Beijing:  Renmin 
chubanshe,  1964,  pp.  1189ff). 
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ternal  war  against  the  Kuomintang  Government  in  defiance  of  the  advice  of 
Stalin.  At  that  time  the  Chinese  Communists  were  alone,  because  the  United 
States  supported  the  Kuomintang,  and  the  other  superpower,  the  Soviet 
Union,  was  more  or  less  a  by-stander.  The  "intermediate  zone  theory"  con- 
tended that  the  so-called  confrontation  between  the  United  States  and  the 
Soviet  Union  was  no  more  than  a  "smoke  screen"  to  conceal  the  real  confron- 
tation in  the  intermediate  zone  between  the  United  States  and  smaller  countries 
or  forces,  The  general  tone  of  the  theory,  in  other  words,  was  based  on  the 
South-North  dichotomous  view  of  the  world  rather  than  the  East-West 
dichotomy  which  China  was  to  adopt  only  a  few  years  later  when  it  declared 
just  before  the  establishment  of  the  People's  Republic  the  "leaning  to  one 
(Soviet)  side"  policy.4 

The  switch  to  the  East-West  dichotomy  occurred  when  the  Soviet  Union 
called  for  a  very  hard  policy  against  the  United  States  by  declaring  the  "Two- 
camps"  theory  in  1947.5  The  theory  divided  the  world  into  the  "imperialist" 
camp  and  the  "democratic"  camp,  which  would  struggle  very  severely  for 
world  hegemony.  The  new  Soviet  line  fitted  the  desire  of  the  Chinese  Com- 
munists who  were  engaged  in  a  struggle  to  the  death  with  the  Kuomintang  sup- 
ported by  the  United  States.  Thus,  the  Chinese  Communists  switched  to  the 
East- West  dichotomous  view  of  the  world  -  for  the  time  being.  It  is  well- 
known  that  the  Chinese  Communists  at  that  time  denied  the  wisdom  of 
neutrality  saying  that  the  attitude  would  work  "objectively"  only  to  serve  the 
"imperialists."6 

The  dilemma  between  the  two  axes,  that  is  the  South-North  dichotomy  and 
the  East-West  dichotomy,  became  one  of  the  tasks  to  be  solved  in  China's 
foreign  policy  after  the  establishment  of  the  PRC.  The  Korean  War,  the 
Geneva  Conference  on  Indochina,  and  the  Afro-Asian  Conference  in  Bandung 
all  served  to  push  China  more  to  the  North-South  axis  in  its  foreign  policy 
orientation.  Then  came  the  criticism  of  Stalin  which  was  done  indiscreetly  by 
the  Soviet  leaders  who  did  not  consider  the  adverse  repercussions  in  other 
socialist  countries.7  China,  especially  Mao  himself,  was  damaged  by  this,  since 
the  legitimacy  of  the  regime  and  the  leaders  was  based  on  the  "splendid"  ex- 

4Ibid.,  "Lun  renmin  minzhu  zhuanzheng"  [On  the  Democratic  Dictatorship  of  the  People], 
pp.  1473ff. 

3A.A.  Zhdanov,  "On  International  Situations,"  a  speech  delivered  at  the  Founding  Con- 
ference of  the  Cominform  in  Warsaw,  in  September  1947. 

6On  the  situation  of  this  period,  refer  to  Okabe  Tatsumi,  "The  Cold  War  and  China,"  in 
Yonosuke  Nagai  and  Akira  Iriye  eds.,  The  Origins  of  the  Cold  War  in  Asia  (Tokyo:  University  of 
Tokyo  Press,  1977). 

7N.  Khrushchev's  secret  speech  at  the  20th  Congress  of  the  Communist  Party  of  the  Soviet 
Union,  in  February  1956. 
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amples  of  socialist  construction  in  the  Soviet  Union  and  the  high  prestige  of 
Stalin  himself.  The  legitimacy  crisis  (which,  incidentally,  was  severer  in  East 
Europe),  together  with  conflicts  over  aid  and  foreign  policy,  especially  over 
the  Soviet  "soft"  policy  line  to  the  United  States,  fostered  seeds  for  severe 
conflicts  between  the  Soviet  Union  and  China.  It  is  to  be  noted  that  during  the 
early  period  of  covert  conflict,  China  declared  that  the  relations  governing  the 
socialist  countries  should  also  be  the  "Five  Principles  of  Peaceful  Co- 
existence."8 It  is  interesting,  because  the  Soviet  Union  has  adhered  to  the  Prin- 
ciple of  "Internationalism"  among  socialist  countries  which  logically  ended 
up  in  the  notorious  "Brezhnev  Doctrine"  at  the  time  of  the  1968  Soviet  in- 
tervention in  Czechoslovakia.  Thus,  even  during  the  1950s,  the  Chinese  were 
trying  to  turn  more  to  the  South-North  axis  in  order  to  achieve  independence 
from  the  North,  notably  the  Soviet  Union.9 

China's  policy  since  then  has  been  very  aggressive,  especially  during  the 
1960s.  The  aggressiveness  can  be  ascribed  to  many  different  reasons.  First, 
there  was  the  necessity  of  coping  with  the  legitimacy  crisis.  If  the  legitimacy  of 
the  regime  rests  on  approval  by  the  Soviet  Union,  the  Chinese  Communist 
regime  would  become  illegitimate,  since  especially  after  1958,  the  Soviet  Union 
started  to  criticise  sharply  Chinese  domestic  policies  (People's  Communes,  the 
Great  Leap  Forward)  and  after  1963  the  criticism  and  the  controversy  became 
quite  open.  Under  the  circumstances,  it  was  necessary  for  China  to  establish  its 
own  source  of  legitimacy.  The  cult  of  Mao  in  the  domestic  scene  is  one  of  the 
examples  for  domestic  consumption,  and  the  efforts  to  extend  the  influence  of 
the  Chinese  Communist  Party  in  the  International  Communist  Movement  is 
another  example  for  international  consumption. 

Second,  there  was  the  necessity  of  security.  Now  that  the  Soviet  Union 
could  not  be  trusted  as  an  ally,  and  rather  was  becoming  a  potential  enemy, 
China  had  to  confront  the  world's  biggest  power,  or  worse  the  two  super- 
powers at  the  same  time  all  by  itself.  The  only  course  for  China  to  adopt  at  the 
time  was  to  encourage  all  the  anti-American  powers  to  make  active,  and  armed 
if  possible,  resistance  against  the  United  States  and  perhaps  against  the  Soviet 
Union,10  too.  The  resistance  movements  were  justified  in  the  name  of  "Na- 
tional Liberation  Struggles."  The  elements  in  these  movements  were  not 

^he  Government  of  the  People's  Republic  of  China,  "Guanyu  sulian  zhengfu  1956  nian  10 
yue  30  ri  xuanyan  de  shengming,"  [Statement  on  the  Declaration  of  the  Soviet  Government  Issued 
on  October  30,  1956],  November  1,  1956. 

'See  Tatsumi  Okabe,  "China's  Relations  with  Communist  Countries  and  Parties,"  in  Robert 
A.  Scalapino  et.al.,  Eds.,  Internal  and  External  Security  Issues  in  Asia  (Berkeley:  Instifute  of  East 
Asian  Studies,  University  of  California,  1986). 

i0Renmin  Ribao  [People's  Daily]  editorial,  "Quan  shijie  yiqio  fandui  Meiguo  zhuyi  de  liliang 
lianheqilai,"  [Unite  All  the  Forces  in  the  World  Who  Oppose  American  Imperialism],  January  21 , 
1964. 
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necessarily  Communists  or  even  Leftists.  On  the  contrary,  even  rightist,  anti- 
Communist  regimes  such  as  Pakistan  remained  quite  friendly  to  China  for 
political  reasons.  This  explains  that  the  aggressive  policy  at  the  time  was  not 
necessarily  based  on  ideological  reasons  as  was  claimed  by  China  and  was 
believed  by  some  outside  observers.  From  the  necessity  of  securing  legitimacy, 
they  had  to  be  ideological,  but  for  security  condiserations,  they  could  not 
always  be  ideological.  Besides,  the  strategies  these  movements  took  had  to  be 
as  armed  as  possible  in  disregard  of  the  actual  situations  of  the  countries,  since 
the  main  motivation  for  the  aggressive  policy  of  encouraging  these  movements 
was  to  bind  the  hands  and  feet  of  the  United  States.  The  conflict  with  the 
Japanese  Communist  Party  which  continues  until  the  time  of  this  writing  is 
understood  as  one  example  of  undue  Chinese  intervention  in  strategic  aspects 
of  another  party.11 

Third,  China  had  a  very  keen  sense  of  crisis  by  watching  the  process  of 
Soviet-American  detente..  China  has  wanted  to  recover  Taiwan  as  a  part  of  the 
country,  but  China  regarded  the  detente  as  only  consolidating  the  status  quo 
all  over  the  world,  and  thus  making  the  "liberation"  (as  it  was  called  then)  of 
Taiwan  very  difficult,  if  not  impossible.  For  that  reason,  too,  China  was  in- 
terested in  a  world  in  turmoil. 

In  addition,  fourthly,  China's  domestic  situation,  which  is  inseparable 
from  the  legitimacy  crisis  mentioned  above,  had  a  great  effects  upon  harden- 
ing China's  foreign  policy.  In  a  period  of  severe  "class  struggles"  such  as  the 
Cultural  Revolution,  the  width  of  the  United  Front  or  the  scope  of  friendships 
necessarily  narrows.  In  these  situations,  both  domestically  and  internationally, 
enemies  become  bigger  in  number  and  scope  while  friends  become  smaller  and 
weaker.  This  was  called  by  the  beautiful  name  of  "revolutionary  diplomacy" 
at  that  time. 

The  diplomacy  brought  many  troubles  to  neighbouring  countries,  especial- 
ly those  in  which  the  Communist  Parties  are  illegal  and  armed  warfare  was 
fought  against  them.  These  countries  also  suffered  from  different  kinds  of  real 
or  apparent  "indirect  aggression"  by  the  Chinese,  including  the  existence  of 
Overseas  Chinese  in  those  countries.  This  was  aggravated  by  China's  change 
of  its  past  cautious  Overseas  Chinese  policy  in  that  period.  Before  the  Cultural 
Revolution,  Chinese  leaders,  especially  Mr.  Zhou  Enlai,  tried  to  persuade  the 
Overseas  Chinese  to  integrate  with  the  people  of  their  host  countries,  if  not  to 
assimilate  with  them,  and  advised  them  to  abide  by  the  laws  and  customs  of 
the  respective  host  countries.12  This  cautiousness  disappeared  during  the 


"See  Okabe,  "China's  Relations." 


I2Zhou  Enlai's  speech  at  Rangoon  on  December  18,  1956,  Qiaowu  zhengce  wenji  [Collection 
of  Policy  Papers  on  Overseas  Chinese  Affairs],  Beijing:  Rcnmin  chubanshe,  1957),  pp.  Iff. 
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Cultural  Revolution  and  a  more  interventionist  policy  to  jeopardise  the  na- 
tional integration  of  the  host  countries  was  adopted.  It  took  a  long  time  before 
those  negative  impressions  disappeared  from  the  minds  of  Asian  neighbours. 
Some  countries,  such  as  Indonesia,  have  yet  to  escape  from  the  nightmare  of 
that  period. 

It  is  understandable,  therefore,  that  many  of  the  neighbouring  countries  re- 
main cautious  about  China  while  having  friendly  relations  with  it.  The  condi- 
tions which  brought  about  these  unwelcome  Chinese  attitudes  before  1976, 
however,  have  almost  disappeared  now.  Even  during  the  latter  period  of  the 
Cultural  Revolution  in  the  first  half  of  the  1970s,  the  Chinese  policy  in  Asia 
started  to  change  a  great  deal. 

This  was  made  possible  by  the  dramatic  Sino-American  rapprochement  in 
1971 .  The  initiative  was  followed  by  better  relations  between  Japan  and  China. 
There  can  be  many  different  ways  of  interpreting  the  causes  of  these  rap- 
prochements, but  two  factors  seem  most  important.  The  first  one  is  China's 
new  fear  of  a  Soviet  invasion.  Having  seen  the  1968  Soviet  military  invasion  in 
Czechoslovakia  and  its  rationale,  the  "Brezhnev  Doctrine,"  China  may  have 
felt  a  high  probability  of  Soviet  military  invasion  into  China  in  the  name  of  the 
interests  of  the  whole  socialist  family  of  nations.  At  present,  while  remarkable 
Sino-Soviet  improvements  are  going  on,  many  of  the  Soviet  specialists  in 
China  never  doubt  that  the  Soviet  Union  was  ready  to  use  nuclear  weapons  to 
teach  a  lesson  to  China  in  the  late  1960s.  The  best  course  for  security  under  the 
new  situation  then  was  to  have  better  relations  with  the  other  superpower. 

Secondly,  after  the  self-isolating  Cultural  Revolution,  China  found  itself 
very  much  lagging  behind,  not  only  economically  but  also  technologically, 
other  previously  similar  countries,  not  to  mention  the  world's  most  advanced 
countries.  This  was  because  China  cut  itself  off  from  the  high  economic 
growth  of  the  world  economy  in  the  1960s  and  the  enormous  technological 
developments  which  made  the  economic  growth  possible.  As  a  result,  because 
it  was  a  regime  which  had  tried  to  modernise  the  country  so  as  not  to  be  subor- 
dinated to  other  stronger  countries,  the  Chinese  Government  had  to  change  its 
policy  of  isolation,  especially  from  the  West.  The  United  States  and  Japan  are 
the  two  most  suitable  countries  to  have  better  relations  with.  On  the  opposite 
side,  the  United  States,  which  was  trying  to  escape  from  the  Vietnam 
stalemate,  had  sufficient  reason  to  have  better  relations  with  China.  Japan 
which  had  had  far  fewer  reasons  to  antagonise  China  had  been  eagerly  waiting 
for  an  American  policy  change  with  regard  to  China.13 


l3See  Tatsumi  Okabe,  "Japan-China  Relations,"  in  Chihiro  Hosoya  Ed.,  Japan  and  Postwar 
Diplomacy  in  the  Asian-Pacific  Region  (Urasa:  Occasional  Papers  No.  1,  International  University 
of  Japan,  1984). 
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All  these  conditions  and  many  others  which  are  not  known  to  us  yet  forced 
China  to  change  its  foreign  policy  line  drastically.  China's  Asian  policy  was 
mitigated,  too,  and  three  of  the  ASEAN  countries,  all  of  which  were  anti- 
Communist  and  perhaps  at  least  potentially  anti-China,  established  formal 
relations  with  China  in  the  mid-1970s. 

China's  new  policy  was  much  less  ideology-oriented  and  was  almost  purely 
based  on  the  assumption  of  the  North-South  dichotomous  view  of  the  world 
The  famous  "three  worlds  theory"  was  formulated  as  a  successor  to  the 
"intermediate  zone  theory"  so  as  to  adapt  to  the  new  situation.14  This  time 
however,  since  the  major  objective  was  now  exclusively  to  catch  up  with  the 
more  developed  countries  as  soon  as  possible,  their  policy  stand  was  switched 
from  one  of  a  radical  South  to  that  of  a  moderate  South.  Hence,  the  "three 
worlds  theory"  was  to  become  short-lived.  The  Chinese  now  needed  a  peaceful 
international  environment  rather  than  an  ever-moving,  struggling  world.  The 
change,  however,  was  made  possible  not  without  domestic  conflicts  and 
sacrifices.  The  implicit  attacks  on  Mr.  Zhou  Enlai  and  the  ups  and  downs  of 
Mr.  Deng  Xiaoping  in  the  mid-1970s  were  no  more  than  the  most  conspicuous 
examples.  Bigger  changes  were  possible  only  after  the  purge  of  the  so-called 
"Gang  of  Four"  and  the  beginning  of  the  ambitious  reforms. 


REFORMS  AND  A  MULTI-DIMENSIONAL  DIPLOMACY 

Chinese  foreign  and  domestic  policies,  after  the  purge  of  the  "Gang  of 
Four"  in  October  1976  and  especially  after  the  Third  Plenum  of  the  Central 
Committee  of  the  11th  Party  Congress  in  December  1978,  started  to  change 
gradually.  Domestic  emphasis  was  now  placed  on  economic  construction 
rather  than  on  "class  struggle"  as  it  used  to  be  for  more  than  ten  years  prior. 
Liberalisation  of  the  economy  first  occurred  in  the  rural  areas  and  then  spread 
to  the  cities.  The  open-door  policy  which  was  an  entire  turn-about  of  the 
previous  policy  was  adopted.15  By  these  changes,  China  became  a  very  or- 
dinary country.  Before  the  change,  the  leaders  of  the  country  seemed  to  have 
some  mystical  ideas  in  which  some  people  were  expected  to  open  a  new  path 
for  all  humanity.  There  seemed  to  exist  entirely  different  systems  and  rules  for 
economic  development.  Some  leaders  of  developing  countries  wanted  to  know 
the  secrets  and  tried  to  emulate  the  Chinese.  All  these  turned  out  to  be  illusions 
some  years  after  the  death  of  Mao  Zedong  who  contributed  to  the  illusory 
hope  for  many  of  the  leaders  of  developing  countries. 

I4Deng  Xiaoping's  speech  at  the  special  session  of  the  United  Nations  General  Assembly,  Ren- 
min Ribao,  April  11,  1974.  Also  see  Renmin  Ribao  editorial  article  on  November  1,  1977. 

13The  policy  was  compiled  into  "Zhonggong  zhongyang  guanyu  jingji  dizhi  gaige  de  jueding" 
[China's  Economic  Structural  Reform  -  Decision  of  the  CPC  Central  Committee],  Renmin 
Ribao,  October  21,  1984. 
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The  foreign  policy  of  the  People's  Republic,  which  took  a  dramatic  turn  in 
the  early  1970s,  however,  seemed  to  remain.  Chinese  leaders  turned  down 
Soviet  offers  to  have  better  relations  with  China.  The  anti-Soviet  United  Front 
continued  to  exist  for  some  years.  There  could  be  several  reasons  for  this. 
First,  ill-feelings  of  the  1960s  and  early  1970s  still  remained  when  both  sides 
abused  each  other.  There  also  were  remnants  of  the  former  ideology  that  the 
Soviets  were  revisionists  who  betrayed  "pure"  Marxism-Leninism.  Another 
reason  may  have  been  a  Chinese  calculation  that  to  be  anti-Soviet  would 
finance  their  economic  development,  since  they  needed  close  co-operation  with 
the  West,  which  was  anti-Soviet.  There  were,  of  course,  some  inherent  con- 
flicts such  as  the  border  issues  between  the  two.  In  any  case  a  markedly 
changed  domestic  policy  was  not  reflected  in  a  corresponding  change  in 
foreign  policy  for  at  least  3  to  4  years. 

Logically  speaking,  however,  a  continuation  of  the  pre-76  foreign  policy 
was  not  advantageous  to  China.  Since,  as  stated  above,  the  major  cause  for  the 
Sino-Soviet  conflict  was  the  crisis  over  the  legitimacy  of  the  Chinese  regime, 
after  China's  domestic  changes  there  remained  no  fatal  obstacles  to  revising 
the  view  that  the  Soviet  Union  was  the  main  source  of  all  evil.  Other  conflicts 
may  remain,  as  in  relations  with  any  other  country,  but,  the  remaining  pro- 
blems did  not  justify  the  bitterness  of  the  relations.  Besides,  China's  emphasis 
on  economic  construction  contradicted  the  quasi-war  stance  of  the  country 
toward  the  Soviet  Union.  The  policy  toward  the  Soviet  Union  was  then  ex- 
pected to  change  in  the  not  too  distant  future.16 

The  change  actually  occurred  in  1982.  The  first  open  sign  for  the  change 
was  a  statement  by  Mr.  Huang  Hua  in  the  United  Nations  which  stated  that 
China  was  sympathetic  to  the  anti-nuclear  movement  of  Western  Europe.17 
Before  that,  China  was  very  critical  of  the  movement  because  it  would  weaken 
the  anti-Soviet  strength  of  the  West.  The  criticism  was  consistent  with  the 
Chinese  anti-Soviet  United  Front  policy  at  that  time.  After  the  Huang  speech, 
it  was  clear  that  China  was  not  subscribing  to  the  anti-Soviet  United  Front 
policy,  though  some  people  in  the  West  were  slow  to  learn  of  the  Chinese 
change. 

The  change  was  accompanied  by  a  fundamental  change  of  China's  basic 
view  of  international  relations.  Before  the  change,  the  Chinese  Communist 
basic  view  of  international  relations  was,  so  to  speak,  the  "main  enemy" 
thesis.  In  this  view,  there  must  exist  one  "main  enemy"  who  is  the  source  of  all 
major  evils  and  subordinates  all  other  lesser  evils.  When  the  "main  enemy"  is 
set,  the  nature  of  the  historical  stage  is  determined,  and  the  formation  of  a 
broad  United  Front  against  the  main  enemy  is  to  become  the  main  objective 

,6See  Tatsumi  Okabe,  op.  cit.,  Chugoku  wa  kindaika  dekiruka?,  published  in  1981. 
11 'Renmin  Ribao,  June  12,  1982. 
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for  the  Chinese  Communists  to  follow.  Before  their  rise  to  power,  in  the  1930s 
and  the  first  half  of  the  1940s,  the  Chinese  Communists  thought  that  th 
main  enemy   was  "Japanese  imperialism."  From  immediately  after  the  war 
until  the  late  1960s  or  early  1970s,  the  "main  enemy"  was  the  United  III 
Then  through  most  of  the  1970s  until  the  change  in  1982,  the  position  was  oc- 
cupied by  the  Soviet  Union. 

The  view  was  suitable  for  the  Chinese  Communists  when  they  were  en- 
gaged m  wars  or  were  in  war-like  situations.  For  economic  construction  in  a 
peaceful  international  environment,  however,  the  view  became  an  obstacle 
China  already  had  some  difficulties  in  explaining  their  policy  change  in  the 
early  1970s,  when  they  needed  construction  in  a  more  or  less  peaceful  environ- 
ment. After  the  bigger  overall  policy  change  in  the  late  1970s,  the  contradic- 
tions between  the  basic  view  and  their  actual  policies  became  clearer.  The  cor- 
respondence between  their  basic  view  of  international  relations  and  their  na- 
tional needs,  and  the  accompanying  revision  of  their  policy  toward  the  Soviet 
Union,  was  delayed  for  3  to  4  years  as  stated  previously. 

The  optimum  policy  for  a  country  like  China  after  1978  had  to  be  one 
which  is  very  similar  to  the  non-aligned  movement.  Peaceful  international  ex- 
changes, especially  economic  ones,  are  very  different  from  war-like  situations 
International  ties  are  often  rearranged  from  issue  to  issue,  although  the  fun- 
damental friendly  relations  are  always  necessary  to  guarantee  peaceful  ex- 
changes. International  relations  are  more  multi-dimensional  rather  than  the 
simple  "enemy-friend"  dichotomy.  Under  the  circumstances,  multiple,  multi- 
dimensional, and  issue-by-issue  policy  becomes  most  suitable.18 

China,  after  1982,  clearly  switched  to  the  more  suitable  foreign  policy  line 
for  their  national  purposes  and  national  situations.  The  change  can  be  seen  in 
its  relations  with  major  countries.  Relations  with  the  Soviet  Union  have  been 
markedly  improved,  although  the  Chinese  are  still  saying  that  three  obstacles 
remain  in  the  way  of  full  normalisation  with  the  Soviets.  In  spite  of  that,  the 
restoration  of  trade,  including  the  traditional  border  trade,  is  remarkable.  Ex- 
changes of  personnel;  not  only  in  cultural  and  academic  circles,  but  also  some 
in  the  political  field  are  reviving.  Many  new  agreements  were  signed.  Even  the 
Soviet  bases  in  Cam  Ranh  and  Danang  are  accepted  by  Chinese  leaders  as  a 
problem  belonging  to  the  "bilateral  relations"  between  Vietnam  and  the 
Soviet  Union.19 


l8Tatsumi  Okabe,  "Chugoku  gaiko  no  shintenkai,"  [New  Developments  in  Chinese 
Diplomacy]  in  Yoshikazu  Miyazaki  and  Tatsumi  Okabe  eds.,  Chugoku  no  taigai  keizai seisaku  to 
kokusai  kankei  [China's  Foreign  Economic  Policy  and  International  Relations]  (Tokyo:  Nicchu 
Keizai  Kyokai,  1983). 

"Deng  Xiaoping,  in  Yomiuri  Shimbun,  April  18,  1985.  A  similar  statement  was  repeated  by  a 
high  official  of  the  Chinese  Ministry  of  Foreign  Affairs  in  fall  1986  to  the  writer. 
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On  the  other  hand,  the  Chinese  keep  criticising  many  aspects  of  Soviet 
foreign  policy,  including  those  regarding  Afghanistan  and  Indochina.  They 
still  feel  the  possibility  of  Soviet  military  threats,  though  much  mitigated  since 
the  1970s.  The  fear  of  intervention  has  not  disappeared.  China  has  been  saying 
since  1956  that  the  principles  governing  relations  among  socialist  countries 
should  also  be  the  "Five  Principles  of  Peaceful  Coexistence,"  as  mentioned 
before.  This  statement  is  aimed  at  averting  any  possible  intervention  in  the 
domestic  affairs  of  the  country.  This  is  one  of  the  major  reasons,  if  not  the  on- 
ly, why  the  restoration  of  a  Sino-Soviet  alliance  of  the  1950s  type  is  impossible 
to  imagine.  The  Soviet  Union  as  the  leader  of  the  Socialist  Camp  may  have  the 
right  to  intervene  in  "allied"  socialist  countries  as  was  shown  in  the  cases  of 
Hungary  and  Czechoslovakia.  China  wants  to  avoid  this  by  all  means. 

China's  relations  with  Japan  are  an  other  example  of  the  issue-by-issue, 
multi-dimensional  policy.  The  two  countries  have  very  cordial  relations, 
especially  since  the  signing  of  the  Treaty  of  Peace  and  Friendship  in  1978. 
Since  1972,  however,  China  has  not  hesitated  to  criticise  Japan  when  the  lat- 
ter's  behaviour  was  unwelcome.  The  textbook  issue  is  a  case  in  point. 
Economic  conflicts,  notably  trade  deficits  and  Japanese  reluctance  to  invest 
more  in  China,  are  other  examples.  Although,  before  1982,  China  nestled 
close  to  most  anti-Soviet  people  in  Japan  as  important  members  of  the  anti- 
Soviet  United  Front,  China  does  not  hesitate  to  improve  its  relations  with  the 
Soviet  Union  now.  The  Chinese  caution  against  too  rapid  an  increase  of  the 
Japanese  defence  budget,21  although  only  a  few  years  ago,  they  encouraged 
Japan  to  increase  its  defence  budget  to  2  per  cent  of  the  GNP  rather  than  to 
limit  it  below  the  1  per  cent  level  which  has  been  a  touchy  topic  in  the  domestic 
Japanese  debate  on  defence.22 

The  same  is  true  with  Sino- American  relations.  China  often  criticises 
American  global  policy  and  calls  it  "Hegemonism"  together  with  that  of  the 
Soviet  Union.  Taiwan  is  still  regarded  as  the  biggest  obstacle  in  the  way  of  bet- 
ter Sino-American  relations.  Also,  in  trade  relations,  American  protectionism 
especially  towards  Chinese  textiles  has  been  a  good  target  of  China's  criticism 
towards  the  United  States.  Despite  that,  overall  relations  with  that  country  are 
friendly.  The  Americans  are  good  investors  and  traders  with  China.  They  are 
providers  of  advanced  technology  including  that  for  the  military.  American 
warships  visited  Qingdao  where  the  last  American  warships  had  left  before  the 
Communist  takeover.  The  visit  is  often  interpreted  as  a  demonstration  against 

^ee  Tatsumi  Okabe,  "Recent  Situations,"  in  Chugoku  Soran  [China  Almanac],  1984 
(Tokyo:  Kazankai,  1984). 

21Mainichi  Shimbun,  January  12,  1987. 

^Deputy  Chief  of  Staff  Wu  Xiuquan  told  this  to  Mr.  Nakasone  who  visited  China  in  a  private 
capacity.  Mainichi  Shimbun  (evening  edition),  April  30,  1980. 
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the  Soviet  fleet  visit  to  Nampo  in  North  Korea,  and  closer  Soviet-Korean 
military  relations  in  recent  years. 

Thus,  it  can  be  safely  argued  that  the  Chinese  leaders  are  now  following 
corresponding  policies  in  both  the  domestic  and  international  scenes.  The 
foreign  policy  is  one  which  is  more  or  less  natural  for  a  developing  country  like 
China.  In  other  words,  they  are  pursuing  a  policy  suitable  for  their  national  in- 
terests as  defined  by  them. 

Two  problems  remain,  however.  One  is  that  their  Indochinese  policy  does 
not  look  like  an  issue-by-issue,  multi-dimensional  policy  as  stated  above.  The 
other  is  that,  if  the  present  policy  is  suitable  for  their  defined  national  in- 
terests, to  what  extent  is  the  definition  stable. 

It  is  true  that  China's  Indochinese  policy  is  a  major  exception  to  thejr  pre- 
sent overall  foreign  policy.  The  reasons  for  the  exception  may  be  as  follows. 
First,  the  situation  there  is  highly  military  in  nature.  Therefore,  the  conven- 
tional "main  enemy"  thesis  is  still  well  suited  there,  or  at  least  seems  as  such  to 
the  Chinese  leaders.  Second,  such  deep  emotional  elements  are  involved  in 
relations  between  the  Vietnamese  and  the  Chinese  that  any  rational  calculation 
is  impossible.  This  is  the  writer's  personal  impression  whenever  discussing  the 
Cambodian  question  with  the  Chinese.  Third,  there  can  be  a  more  rational- 
political  reason.  China  has  always  attacked  the  Vietnamese  regional 
"hegemonism"  meaning  Vietnam's  "big  brother"  attitude  to  Cambodia  and 
Laos.  The  Chinese  keep  accusing  the  Vietnamese  of  trying  to  form  an  "In- 
dochinese Federation,"  though  the  Vietnamese  are  only  saying  that  the  three 
countries  have  "special  allied  relations."  As  seen  from  China,  this  is  quite  the 
same  as  with  the  "limited  sovereignty"  theory  of  Brezhnev.23  If,  as  Chinese 
thinking  may  contend,  the  Chinese  acquiesce  in  the  Southern  "hegemonism," 
it  might  encourage  the  Northern,  more  formidable  "hegemonism." 

Whatever  the  reasons,  China's  present  hardline  attitude  in  Cambodia  has 
had  some  effects  on  ASEAN  countries.  On  the  qne  hand,  it  resulted  in  China's 
friendly  policies  to  ASEAN  countries.  In  recent  years,  China  has  not,  at  least 
not  intentionally,  intervened  in  the  domestic  affairs  of  these  countries  because 
they  are  "friends"  in  the  anti-Vietnamese  United  Front.  We  will  return  to  this 
problem  later,  but  suffice  it  to  say  here  that  the  ASEAN  countries'  are  less  con- 
cerned about  this  than  before.  On  the  other  hand,  since  the  Chinese  attitude  is 
too  hard,  there  appear  some  sources  of  potential  conflicts  with  ASEAN  coun- 
tries, notably  with  Indonesia  and  Malaysia  who  do  not  hesitate  to  say  that, 
although  the  Vietnamese  are  a  short-term  and  mid-term  enemy,  China  will  be  a 
much  bigger  threat  in  the  long-run.24  This  is  related  to  economic  rivalry, 

23Statemenl  of  the  Chinese  representative  at  the  United  Nations  published  in  Renmin  Ribao, 
November  7,  1985. 

24The  views  of  those  countries  can  be  seen  in  the  so-called  "Kuantan  Doctrin"  of  March,  1980. 
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"threats"  by  the  existence  of  Chinese  citizens,  and  Communist  infiltration, 
etc.,  as  will  be  discussed  below. 

The  other  problem  to  be  discussed,  namely  the  problem  of  the  stability  of 
Chinese  national  interests,  is  related  to  domestic  reforms  in  China.  The  pro- 
blem became  a  special  focus  of  attention  after  the  resignation  of  Mr.  Hu 
Yaobang. 

The  reforms  policy  is  composed  of  two  main  pillars.  One  is  utilising  the 
market  economy  at  home,  the  other  being  an  open-door  policy  to  foreign  in- 
vestments and  commodities,  etc.  The  reforms  have  two  major  objectives.  The 
first  is  to  remedy  the  adverse  effects  of  the  conventional  over  centralised 
socialist  economy.  The  other  is  to  overcome  pre-modern  elements  (feudal  rem- 
nants, to  use  Chinese  own  terminology)  by  using  a  market  economy.  The 
policy,  however  big  its  difficulties  are,  is  necessary  and  so  far,  despite  many 
problems,  it  has  achieved  a  certain  success.  Especially  when  seen  in  terms  of 
growth  rate,  the  success  has  been  remarkable,  although,  in  more  qualitative 
terms,  the  problems  yet  to  be  solved,  both  economic  and  politico-social,  are 
enormous.  At  any  rate,  the  inevitable  results  of  the  reform  policy  are  the  loss 
of  control  of  the  government-cum-party,  liberalisation,  decentralisation,  and 
exposure  to  the  outside  world.  At  present,  no  one  can  reverse  the  trend  toward 
reform.  This  does  not  mean,  of  course,  that  even  a  tightening  on  a  small  scale 
is  impossible.  Quite  the  contrary,  the  road  to  reforms  is  full  of  twist  and  turns, 
especially  judging  from  the  division  of  opinion  in  the  top  leadership,  and  some 
inherent  difficulties  and  contradictions  of  the  reforms.  The  general  direction, 
however,  is  very  difficult  to  change,  in  view  of  the  drastic  social  changes  hap- 
pening in  Chinese  society. 

Mr.  Hu  Yaobang's  resignation  and  other  related  incidents  were  shocking 
enough  to  outside  observers  to  make  them  feel  that  the  present  Chinese 
policies  may  be  very  unstable.  The  fundamental  line  of  reforms  and  the  open- 
door,  however,  will  remain  the  same,  as  stated  before,  although  there  may  oc- 
cur slight  changes  in  the  actual  implementation  of  the  policy.  The  Chinese 
leaders,  especially  Mr.  Zhao  Ziyang,  the  acting  Secretary  General,  are  trying 
to  give  the  impression  of  "business  as  usual."26  It  is  still  uncertain  to  what  ex- 
tent he  will  succeed  in  soothing  the  apprehensions  of  foreign  businessmen,  but 
when  he  tried  to  give  the  impression,  he  must  have  been  very  sincere. 

There  are  reasons  to  believe  him.  First,  the  policy  is  suitable  and  necessary 
for  the  country.  Second,  the  people  are  out  of  the  authorities  control  even  if 

25Tatsumi  Okabe,  "Chugoku  shiki  shakaishugi  shiron"  [A  View  on  Chinese  Style  Socialism]  in 
Tatsumi  Okabe  et.al.,  eds.,  Chugoku  Shakaishugi  no  Saikento  [Reconsideration  of  Chinese 
Socialism]  (Tokyo:  Nihon  Kokusai  Mondai  Kenkyujo,  1986). 

^ee  Acting  Secretary  General  Zhao  Ziyang's  speech  at  the  meeting  celebrating  the  Chinese 
New  Year,  Renmin  Ribao,  January  30,  1987. 
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the  leaders  wanted  to  go  back  to  the  pre-reform  policy,  although  in 
ideological  fields,  the  leaders  are  trying  to  regain  control.  Third,  even  the  con 
servative  leaders  who  made  every  effort  to  oust  Mr.  Hu  Yaobang  have  sud" 
ported  the  reforms  and  the  open-door.  It  was  Mr.  Hu  Qiaomu,  one  of  the 
leading  conservatives,  who  first  started  the  whole  effort  toward  reforms  27  The 
differences  among  the  top  leadership  was  over  how  and  to  what  extent. 

There  can  be  some  changes  in  the  foreign  policy.  China  may  become  more 
pro-Soviet  by  identifying  their  reform  policy  with  those  of  the  Soviet  Union 
and  other  East  European  countries  in  order  to  justify  their  policy.  In  other 
words,  they  may  become  more  inclined  toward  the  Southeast.  Some  frictions 
may  be  possible28  toward  the  West,  since  the  source  of  "bourgeois  liberalisa- 
tion comes  from  these  countries.  In  addition,  there  may  occur  some  indivi- 
dual displeasure  due  to  the  instinct  of  self-defence  among  the  cadres  Never- 
theless, as  noted  before,  the  fundamental  policy  line  will  not  change  much  with 
recurring  fluctuations  as  in  the  past. 

THE  FUTURE  OF  CHINA  IN  THE  ASIA-PACIFIC  REGION 

If  the  above  analysis  is  right,  China,  in  the  foreseeable  future,  will  seek  a 
peaceful  international  environment,  detente,  and  disarmament.  China  will 
utilise  the  "balance"  between  the  United  States  and  the  Soviet  Union  to  secure 
independence.  This  is  not  necessarily  an  equidistance  diplomacy  as  it  is  often 
called,  because  the  international  situation  is  now  much  more  complicated  than 
can  be  measured  by  a  unidimensional  scale.  China's  criticism  of  SDI  is  not  a 
support  to  the  Soviets  but  comes  from  the  fear  of  an  "imbalance"  and  an 
unending  arms  race  which  may  force  China  to  slow  down  its  economic  re- 
construction. It  goes  without  saying  that  as  a  small  nuclear  power,  they  share 
with  France  the  same  fear  of  having  their  nuclear  capabilities  nullified  by  SDI. 

Another  signal  of  change  that  appeared  in  1986  is  a  theoretical 
breakthrough  regarding  war  and  peace.  As  is  well  known,  the  inevitability  of 
war  was  a  major  issue  in  the  Sino-Soviet  controversy,  but  China  quietly  started 
withdrawing  from  the  "inevitability"  position  after  the  late  1970s.  In  April 
1986,  Mr.  Deng  Xiaoping  openly  made  it  clear  for  the  first  time  that  the  past 
Chinese  position  on  the  problem  was  a  mistake.  The  statement  was  followed  by 
academic  analyses.29 

27Hu  Qiaomu,  "Anzhao  jingji  guilu  banshi  jiakuai  shixian  sige  xiandaihua"  [Work  According 
to  the  Rules  of  the  Economy  and  Speedily  Realize  the  Four  Modernizations],  Renmin  Ribao,  Oc- 
tober 6,  1978. 

^In  attacking  the  "Bourgeois  Liberalization,"  Renmin  Ribao  carried  many  articles  severely 
criticizing  American  democracy. 

29Mr.  Deng's  statement  to  the  Japanese  former  Prime  Minister  Takeo  Fukuda  appeared  in 
Renmin  Ribao  April  24,  1986.  A  typical  analysis  based  on  the  new  thesis  is  Chen  Qimao,  "Shilun- 
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On  the  economic  side,  China  will  seek  stable  economic  construction  and 
wants  to  have  open  economic  exchanges  with  many  non-Communist  coun- 
tries.30 China's  decision  to  participate  in  GATT  will  become  the  major  stepp- 
ing stone  in  that  direction. 

China  will  not  encourage  revolution  in  neighbouring  countries  as  it  did 
during  the  Cultural  Revolution.  The  major  reasons  why  China  will  not  en- 
courage revolution  are  as  follows.  First,  China  will  need  peaceful  relations 
with  neighbouring  non-Communist  countries  in  the  foreseeable  future,  and  for 
that  purpose,  the  close  ties  with  local  Communists,  especially  if  most  of  them 
are  ethnically  Chinese,  are  disastrous.  Actually,  China  has  stopped  almost  all 
material  assistance  to  Southeast  Asian  Communists  with  the  exception  of  the 
Khmer  Rouge,  who  now  proclaim  to  have  given  up  Communism.  It  is  true  that 
the  Chinese  Communists  still  say  that  they  have  moral  relations  with  Southeast 
Asian  Communists,  but,  judging  from  historical  conditions,  this  is  the  farthest 
any  Chinese  Communist  can  say.  Second,  in  view  of  the  Sino- Vietnamese  con- 
flict and  other  conflicts  between  and  among  Communist  countries,  it  will  be 
doubtful  if  China  is  genuinely  interested  in  assisting  in  the  establishment  of  a 
new  Communist  country  in  its  neighbourhood.  China  is  now  saying  that  friend- 
ly international  relations  have  no  direct  bearing  on  the  social  systems  of  the 
countries  concerned. 

China  will  strengthen  its  position  of  non-alignment  in  the  future.  They  are 
trying  to  utilise  the  "struggles  and  negotiations"  between  the  United  States 
and  the  Soviet  Union  as  stated  above,  and  by  so  doing,  at  least  in  their  inten- 
tions, are  going  to  share  common  interests  with  many  countries  in  the  South. 
In  other  words,  the  foreign  policy  axis  is  and  will  be  North-South  with  little 
East- West  inclination.  Although,  in  domestic  construction,  they  continue  to 
share  common  interests  and  similar  systems  with  socialist  countries,  their 
foreign  policy  stance  will  remain  one  of  a  moderate  South.  Besides,  the  defini- 
tion of  "socialism"  itself  is  being  diversified,31  and  it  is  very  difficult  to 
imagine  that  China  will  resume  an  ideologically  formed  foreign  policy. 

Being  a  moderate  South,  China  tries  to  participate  in  the  existing  interna- 
tional economic  order  and  international  market.  Their  participation  in  many 
international  organisations,  including  PECC  and  GATT  (in  application),  is  a 

zhan  hou  guoji  guanxi  de  bianhua  yu  zhengqu  shijie  chijiu  heping  de  kenengxing"  [A  View  on  the 
Changes  in  Post-war  International  Relations  and  the  Possibilities  of  Winning  Over  World  Lasting 
Peace],  Honggi  [Red  Flag],  No.  13,  1986. 

30The  famous  theory  of  "imperialism"  and  "economic  aggression"  is  also  being  reconsidered. 
Zhang  Jialin,  "Dapo  shijie  jingji  yanjiu  lingyi  de  chenmen  kongqi"  [Break  the  Depressed  At- 
mosphere in  World  Economic  Research],  Shijie  jingj daobao  [World  Economic  Reporter],  June  9, 
1986  and  my  personal  communication  at  the  Academy  of  Social  Sciences. 

■"See  note  25  above. 
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very  clear  sign  of  this.  The  mention  of  the  NIEO  is  no  more  than  a  handy 
slogan  of  the  developing  country  as  is  the  case  with  most  other  such  countries, 
especially  among  economically  better  off  and  politically  moderate  ones. 

In  addition,  so  long  as  the  open-door  policy  continues  (and  as  stated 
before,  it  will  continue  in  the  foreseeable  future),  China  can  provide  a  very  big 
market  for  neighbouring  countries.  The  recent  moves  to  have  better  economic 
relations  with  China  of  the  not  very  pro-China,  but  economically  inactive 
Southeast  Asian  countries  must  be  related  to  this  point,  at  least  to  a  certain  ex- 
tent. 

The  aforementioned  are  the  positive  sides  of  the  New  China  in  the  Asia- 
Pacific  region.  There  necessarily  are,  however,  negative  sides  to  the  coin.  The 
first  and  the  biggest  problem  is  Chinese  competition  for  markets  in  developed 
countries  with  other  developing  countries  in  the  region.  It  is  misleading  to  say 
that  the  country  of  one  billion  is  becoming  a  big  exporting  country,  since  a  big 
country  always  shows  a  smaller  rate  of  dependence  on  external  trade,  and 
China  is  not  ready  to  be  a  good  competitor  in  the  international  market,  except 
for  limited  types  of  commodities.  Still,  China  is  suffering  from  a  big  trade 
deficit  and  in  order  to  make  up  the  red  figures  it  is  trying  to  construct  export 
bases  in  the  coastal  areas.  If  the  areas  have  a  population  of  one  hundred 
million,  they  may  constitute  another  potential,  Japan. 

The  competition  is  not  limited  to  trade.  The  money  flow  to  China  will  in- 
crease in  conjunction  with  the  opening  up  of  the  country.  If  the  quantity  of 
money  in  the  market  or  ODA  is  constant,  other  receiving  members'  share  of 
the  pie  will  necessarily  become  smaller.  Thus,  economic  rivalry,  even  with  the 
big  possibility  of  a  new  market  at  the  same  time,  is  a  problem  brought  about 
by  the  New  China. 

In  political  terms  there  are  three  possible  sources  of  conflict,  but,  not  all  of 
them  are  real.  First,  there  is  a  possible  conflict  over  the  Cambodian  problem  as 
mentioned  earlier.  If  the  ASEAN  countries  find  some  face-saving  way  to  com- 
promise with  Vietnam  perhaps  at  the  expense  of  the  Pol  Pot  group,  China's 
conflict  with  the  ASEAN  countries  may  be  deepened.  The  four-party  coalition 
government  proposed  by  Democratic  Kampuchea  will  be  the  last  point  of  com- 
promise for  China  at  least  in  the  near  future.  The  position  of  ASEAN  is  not 
very  different  from  that  of  China's  for  the  moment,  but,  in  the  future,  a 
deeper  division  is  possible. 

Second,  the  fear  of  Chinese  solidarity  is  again  emerging  in  some  quarters  in 
Southeast  Asia.  This  is  very  different  from  the  fear  that  existed  in  the  1950s 
and  the  1960s.  At  that  time,  the  fear  was  connected  with  another  fear  of  the 
spread  of  Communism  and  also  related  to  the  loyalty  of  ethnic  Chinese  citizens 
of  the  respective  countries.  Similar  sentiments  may  remain  now,  but,  after  the 
frenzy  of  the  Cultural  Revolution,  the  problems  seems  to  have  subsided.  China 
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has  resumed  a  pre-Cultural  Revolution,  a  more  reasonable  overseas  Chinese 
policy,  at  least  in  form.  The  present  problem,  however,  comes  more  from 
China's  new  plea  to  "the  descendants  of  Emperors  Yao  and  Huang"  who  in- 
clude all  ethnic  Chinese  all  over  the  world  to  co-operate  with  the  "Four 
Modernisations"  of  their  motherland.  This  rather  insensitive  attitude  to  the 
situation  in  Southeast  Asia  (in  the  United  States,  this  seldom  becomes  an 
issue),  however,  seems  to  have  brought  about  more  economic  rather  than 
political  problems  of  loyalty.  One  of  the  main  reasons  is  that  China  has  lost  its 
mystical  sense  of  adoration  to  Southeast  Asian  Chinese  after  it  opened  up  the 
country.  The  economic  attractiveness  of  China  to  the  ethnic  Chinese  in 
Southeast  Asia  is  much  bigger,  and  China  is  amply  aware  of  this.  They  ap- 
pealed to  their  Southeast  Asian  brothers  to  come  and  invest,  and  since  "Blood 
is  thicker  than  water,"  the  latter  have  more  familiarity  with  Chinese 
mainlanders  than  do  Westerners  and  the  Japanese.  As  a  result,  there  is  appear- 
ing a  special  economic  connection  between  the  Southeast  Asian  Chinese  and 
China.32  The  situation  is  not  too  welcome  by  the  mainly  non-Chinese  govern- 
ments in  Southeast  Asia.  The  problem  is  that,  as  in  the  case  of  many  countries, 
who  have  sent  emigrants  abroad,  China  is  not  too  careful  about  the  sentiments 
of  the  people  in  the  host  countries  in  dealing  with  their  relatives  in  other  coun- 
tries. 

In  some  cases,  the  fear  may  remind  one  of  the  old  fear  of  Communist  in- 
filtration. Indonesia  is  most  sensitive  in  dealing  with  China's  possible  relations 
with  the  Communists.  Malaysia,  whose  Communist  leaders  are  (or  at  least, 
were)  mainly  ethnic  Chinese,  is  also  cautious  about  the  China  connection.  Out- 
side of,  as  well  as  within,  the  Philippines,  some  may  be  concerned  about  the 
fact  that  the  Communist  Party  of  the  Philippines  started  as  a  Chinese  faction 
party  in  the  late  1960s,  although  at  the  moment  there  is  no  evidence  of 
organisational,  or  even  ideological  connection  between  China  and  the  CPP. 

The  latter  two  political  problems  are  more  apparent  than  real,  although 
there  is  some  carelessness  on  the  Chinese  side.  There  is  another  problem  which 
is  much  more  real  in  influencing  neighbouring  countries.  That  is  the  possibility 
of  China's  instability.'  Whether  or  not  the  reform  policy  succeeds,  Chinese 
society  will  have  to  go  through  drastic  social  changes  in  its  implementation.  So 
many  points  have  already  been  raised  but  three  points  warrant  mention  here. 
The  first  problem  is  the  coming  Chinese  participation  in  GATT.  This  will 
enhance  China's  open-door  policy  even  more  and  will  integrate  the  enormous 
Chinese  market  into  the  international  economy.  This  in  itself  is  welcomed  by 
other  neighbouring  countries,  but,  as  seen  from  China,  controlled  trade  will 
become  more  difficult  to  implement  and  the  domestic  market  will  be  exposed 
to  severe  international  competition.  The  influence  of  this  upon  the  Chinese 

"Former  Singaporean  Deputy  Prime  Minister  Dr.  Goh  Keng  Swee  is  now  adviser  to  the 
Chinese  Government  regarding  their  coastal  development. 
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modernisation  and  reform  policies  is  uncertain. 

Second,  international  competition  will  bring  about  difficulties  in  dealine 
with  the  surplus  labour  to  be  expected  to  come  from  rural  areas.  It  has  been 
argued  that  this  surplus  labour  will  be  absorbed  by  rural  industries  and  com- 
merce (xiangzhen  qiye),  but,  recently,  the  plan  is  being  reconsidered  in 
China,  as  it  may  be  difficult  to  absorb  the  entire  labour  force  in  these  ineffi- 
cient enterprises.  If,  in  addition,  by  exposing  these  enterprises  to  international 
competition,  the  problem  of  surplus  labour  which  is  estimated  at  over  the  hun- 
dred million  may  become  a  big  social  problem  in  China. 

Third,  it  seems"  that  the  economic  reforms  have  come  to  a  standstill  now 
mainly  because  of  administrative  resistance  and  inefficiency.  This  seems  to  be 
the  major  reason  why  the  call  for  political  reforms  came  from  above  during 
1986.  The  crucial  point  is  whether  or  not  self-reform  of  the  party  is  possible 
This  is,  of  course,  a  very  difficult  task.  Another  problem  is  the  democratic 
movement  from  below  which  has  been  triggered  by  the  political  reforms  from 
above  and  finally  brought  about  the  resignation  of  Mr.  Hu  Yaobang.  These 
factors  may  lead  to  a  more  unstable  domestic  situation  in  China  which  will 
necessarily  influence  foreign  relations.  The  region  has  never  experienced  a  con- 
fused and  open  China  in  recent  history.  It  is  not  known  if  a  strong  China  in 
modern  history  will  be  a  problem,  but  a  confused  and  open  China  in  post-war 
Chinese  history  may  be  a  bigger  problem. 

Whatever  the  scenario,  it  is  the  Chinese  who  will  write  the  answer. 
Neighbouring  countries,  however,  can  co-operate  with  the  Chinese  as  other 
open  economies  have  done  with  each  other  in  the  past  and  are  trying  to  do  so 
even  more.  So  far  as  we  hope  to  have  as  our  neighbour  a  peaceful,  prosperous, 
and  mutually  beneficial  China,  it  is  necessary  to  integrate  the  country  into  our 
system  of  peace  and  prosperity,  although  this  is  easier  said  than  done.  Since  we 
ourselves  have  not  succeeded  in  forming  such  a  system,  China's  participation 
is  indispensable,  now  that  China  is  willing  to  be  an  open  member  of  the  Asia- 
Pacific  region. 

Asia-Pacific  co-operation,  which  the  writer  understands  to  be  an  effort  to 
stabilise  and  improve  free  and  fair  international  economic  transactions,  is  a 
good  starting  point  from  which  to  consider  the  future  roles  of  the  countries  of 
the  region,  including  China.  In  this  respect,  the  small,  but  first  step  taken  in 
Vancouver  is  noteworthy. 


nRenmin  Ribao,  September  28,  1986. 


Soviet  Military  Presence 
in  the  Asia-Pacific  Region: 
Implications  for  Southeast  Asia 

Bilveer  SINGH 


INTRODUCTION 

The  Soviet  Union  is  said  to  be  a  unidimensional  superpower.  This  stems 
from  the  fact  that  while  it  is  a  military  superpower,  economically,  politically 
and  diplomatically,  it  is  afflicted  with  weaknesses.  While  this  may  be  true  as  a 
general  proposition,  in  reality  the  situation  is  more  complex.  It  is  in  this  regard 
that  this  paper  aims  to  analyse  the  implications  of  Soviet  military  power  in  the 
Asia-Pacific  region  for  Southeast  Asia.  The  analysis  of  this  development  is  all 
the  more  important  especially  in  the  light  of  growing  Soviet  political 
diplomatic  and  economic  profile  and  initiatives  in  the  region.  It  should  be 
(Stressed  from  the  outset  that  while  it  is  only  the  implications  of  Soviet  military 
presence  that  is  being  examined,  it  does  not  in  any  way  connote  or  imply  that 
the  Soviet  Union  does  not  have  a  political,  economic  or  cultural  presence  in  the 
region,  only  that  it  is  of  lesser  significance  than  its  military  counterpart. 

iSOVIET  MILITARY  PRESENCE  IN  THE  ASIA-PACIFIC  REGION 

Since  1945,  historically,  Soviet  military  power  has  shifted  from  a  position 
cof  a  strong  regional  power  to  that  of  a  global  power,  in  possession  of 
^weaponry  comparable  to  that  of  the  other  superpower,  the  US.  The  process 
lhas  however  been  a  gradual  one.  In  the  first  phase,1  from  1945  to  Stalin's 
(death  in  1953,  the  Soviet  Union  undertook  a  massive  reduction  of  its  armed 
I  forces  coupling  it  with  the  development  of  nuclear  weapons  and  delivery 
.'systems,  an  elaborate  air  defence  system  and  a  high  sea  navy,  including  a  large 

Dr.  Bilveer  Singh,  Department  of  Political  Science,  National  University  of  Singapore. 

I  'See  Geoffrey  Jukes,  "Soviet  Strategy,"  in  Desmond  Ball,  (ed.),  Strategy  and  Defence: 
Australian  Essays  (Sydney:  Allen  and  Unwin,  1982),  p.  185. 
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submarine  force.  This  phase  focussed  primarily  on  the  development  of  defen- 
sive weaponry. 

Following  the  death  of  Stalin  in  March  1953,  the  Kremlin  reviewed  and 
enunciated  changes  in  its  military  strategy  and  doctrine.  This  led  to  the  shift 
away  from  a  focus  on  manpower  to  greater  emphasis  on  firepower  and  mobili- 
ty, a  re-evaluation  of  its  naval  programme,  leading  to  a  cessation  of  naval  con- 
struction for  four  years  until  1957,  which  resumed  only  in  1961,  but  on  a  much 
reduced  scale.  This  phase  also  marked  the  introduction  of  a  missile  system  in 
both  surface  and  submarine  forces.  To  the  land,  air  and  sea  armed  services 
were  added  the  Air  Defence  of  the  Homeland  (PVO  Strany)  in  1955  and  the 
Strategic  Rocket  Forces  in  1959.  During  this  phase,  Khrushchev  enunciated  the 
doctrine  of  "limited  deterrence,"2  relying  on  Inter-continental  Ballistic 
Missiles  targetted  on  US  cities  as  well  as  a  large  force  of  medium  and  inter- 
mediate range  missiles  and  bombers  targetted  on  Europe.  This  phase  also  saw 
massive  manpower  cuts  between  1955  and  1959,  bringing  levels  down  to  3.6 
million  men. 

The  next  phase,  following  Khrushchev's  overthrow  in  October  1964, 
marked  a  period  of  a  steady  modernisation  of  the  armed  forces,  coupled  with 
the  numerical  growth  of  the  navy,  army  and  Strategic  Rocket  Force,  to  an  ex- 
tent many  Western  governments  saw  as  more  than  necessary  for  defensive  pur- 
poses. This  growth,  however,  cannot  be  examined  unilaterally  but  in  the  con- 
text of  the  East-West  confrontation  and  the  escalating  Sino-Soviet  conflict. 
Throughout  the  two  earlier  phases,  the  focus  has  unmistakably  been  in  the 
European  theatre  and  the  Asia-Pacific  arena  was  much  subordinated  in  all  the 
five  armed  services.  From  mid-1960s  onwards,  this  situation  was  radically, 
changed.  From  1965-1978,  the  next  phase,  spurred  by  the  growing  Sino-Soviet 
conflict,  the  Soviet  Union  undertook  a  massive  expansion  and  modernisation 
of  its  forces  in  the  North-East  Asian  region.  Following  the  open  clashes  along 
the  Sino-Soviet  border  in  March  1969,  the  Soviet  Union  increased  the  strength 
of  her  ground  troops  from  210,000  to  410,000,  with  army  divisions  expanding 
from  25  to  40  over  the  next  ten  years.  The  number  of  combat  aircrafts  also 
grew  in  the  Eastern  theatre  by  some  thirty-five  per  cent.  Added  to  this,  the 
Pacific  Fleet  expanded  by  ten  per  cent  with  modern  ballistic  missile  submarines 
expanding  from  ten  to  thirty.3 

Since  1978,  the  next  and  current  phase,  the  Soviet  military  build-up  in  the 
Asia-Pacific,  especially  in  the  Northeast  Asian  theatre,  has  focussed  more  on 
power  projection  capabilities,  using  capabilities  which  can  not  only  threaten 
the  PRC  but  all  the  countries  in  the  Asia-Pacific  region.  Over  and  above  this 

2Ibid„  p.  186. 

3Captain  Jack  V.  Roome,  "Soviet  Military  Expansion  in  the  Pacific,"  paper  presented  at  the 
Conference  on  US-ASEAN  Relations:  Prospects  for  the  1990s,  31  March-2  April  1986,  Kuala 
Lumpur,  Malaysia,  p.  2. 
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shift,  has  been  the  comprehensive  modernisation  efforts  undertaken  in  all  the 
armed  services,  making  the  Soviet  Union  a  truly  Pacific  military  superpower. 
The  major  developments  during  this  phase  include.4 

1.  The  deployment  of  more  than  one-third  of  Soviet  mobile  SS-20  missile 
forces,  numbering  some  165  in  the  region. 

2.  The  expansion  in  the  number  of  army  divisions  to  more  than  fifty,  number- 
ing 500,000  soldiers,  with  12,000  tanks,  12,500  armoured  fighting  vehicles 
and  5,000  pieces  of  artillery,  with  greatly  enhanced  mobility  and  firepower, 
especially  brought  about  by  the  deployment  of  self-propelled  weapon  sys- 
tems and  helicopters. 

3.  The  utilisation  of  third  generation  tactical  aircrafts  such  as  Floggers,  which 
give  the  Far  Eastern  military  districts'  air  units  the  capabilities  to  conduct 
missions  at  double  the  range  while  carrying  four  times  the  ordinance.  At 
present  some  2,390  tactical  and  combat  aircrafts  are  deployed  in  the  region. 

4.  The  deployment  of  TU-22M  Backfire  bombers  in  both  Soviet  Air  Force  and 
Pacific  Ocean  Fleet  Air  Force,  increasing  dramatically  the  strategic  and 
maritime  strike  capabilities. 

5.  The  naval  modernisation,  amassing  some  840  ships,  including  deployment 
of  two  Kiev-class  aircraft  carriers,  a  Kiev-class  and  14  other  cruisers,  120 
attack  submarines,  80  surface  combat  vessels,  150  warships  and  300  fighter 
aircrafts,  transforming  in  real  terms,  the  Pacific  Fleet,  now  the  largest  of 
the  Soviet  naval  fleets,  from  a  homeland  defence  force  into  an  offensive 
blue  water  navy.5 

6.  The  forward  basing  of  air  and  naval  assets  in  Indochina,  which  further  en- 
hanced the  Kremlin's  power  projection  capabilities  in  the  Asia-Pacific  as 
well  as  Indian  Ocean  regions.  Complementing  similar  facilities  in  Ethiopia 
and  South  Yemen,  Moscow  now  deploys  between  25  and  30  surface  vessels, 
five  attack  submarines,  16  "Badger,"  intermediate  range  bombers,  14 
MIG  23  interceptors  and  8  "Bear"  reconnaissance  planes.6  Port  and  air- 

*Ibid.,  pp.  2-3;  Clyde  Haberman,  "Challenge  in  the  Pacific,"  The  New  York  Times  Magazine, 
7  September  1986,  pp.  26-28;  Alain  Cass,  "Soviet  Navy  is  Reaching  Out  to  Dominate  Strategic 
Waters  from  Suez  to  the  Pacific,"  Asian  Wall  Street  Journal,  21  October  1982,  p.  14;  Summary  of 
Defense  of  Japan  (Tokyo:  Defense  Agency,  August  1986),  p.  11. 

'According  to  Commander  David  M.  Fitzgerald,  US  Naval  Reserve,  "In  1975,  the  Soviet 
Pacific  Fleet  comprised  71  principal  surface  ships,  263  support  vessels  and  100  submarines,  40  of 
which  were  nuclear  powered  fleet  missile  submarines  (SSBNs)  or  nuclear-powered  attack  sub- 
marines (SSNs).  As  of  1985,  the  Soviet  Pacific  Fleet  swelled  to  two-kiev-class  corners,  439  surface 
combatants  and  134  submarines,  31  of  which  were  SSBNs."  See  Commander  David  M. 
Fitzgerald,  US  Naval  Reserve,  "The  Soviets  in  Southeast  Asia,"  Proceedings  US  Naval  Institute, 
Vol.  112/2/996,  February  1986,  pp.  50-51. 

'Captain  Jack  V.  Roome,  "Soviet  Military  Expansion,"  p.  8;  Clyde  Haberman,  "Challenge  in 
the  Pacific,"  p.  104;  Bilveer  Singh,  "Soviet  Military  Presence  in  Indochina,"  Asian  Defense  Jour- 
nal, No.  8,  August  1985,  pp.  28-30. 
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field  facilities  at  Kompong  Som  in  Kampuchea  are  also  being  expanded  for 
use  by  the  Soviet  Air  Force  and  Navy.7  In  the  case  of  Vietnam,  these  mili- 
tary arrangements  are  buttressed  by  a  wide-ranging  friendship  treaty  pro- 
viding for  political,  military,  economic  and  socio-cultural  co-operation. 
Over  the  last  eight  years,  Cam  Ranh  Bay  has  been  transformed  into  an  im- 
portant centre  for  intelligence  gathering,  communications  and  logistical 
support  in  Southeast  Asia.  The  acquisition  of  forward  basing  in  Vietnam, 
described  by  the  Pentagon  as  the  largest  forward  base  outside  the  Warsaw 
Pact,  underscores  the  growing  strength  and  proficiency  of  what  has  be- 
come a  new  element  of  Soviet  military  power  in  the  Asia-Pacific  region. 
From  its  nerve  centre  in  Vladivostok  in  the  Sea  of  Japan,  extending  north- 
east to  Petropavlovsk  in  the  Kamchatka  peninsula  and  south,  in  a  broad 
arc  to  Cam  Ranh  Bay  and  the  Southwest  Pacific,  the  Pacific  Fleet  has 
grown  rapidly  in  size,  being  one-third  that  it  used  to  be  in  the  late  1970s. 


SOUTHEAST  ASIAN  PERSPECTIVE  ON  SOVIET  PRESENCE  IN  THE 
REGION 

While  the  expansion  of  Soviet  military  power  in  the  region  has  been 
phenomenal,  especially  over  the  last  two  decades  and  with  it,  its  impact  on 
Southeast  Asia,  equally  startling  has  been  the  diverse  response  from  the  region 
towards  the  distention  of  the  Kremlin's  power.  Before  examining  the  implica- 
tions for  Southeast  Asia  of  the  expansion  of  Soviet  military  power  in  the  Asia- 
Pacific  region,  it  is  therefore  imperative  to  briefly  elucidate  the  views  from  the 
region  on  the  growth  of  Soviet  military  power  and  with  it,  the  notion  of  Soviet 
threat  to  Southeast  Asia,  as  this  has  fundamental  bearings  on  the  question  of 
implications  for  the  region.9  There  is  no  unanimity  in  official  positions  in  the 
region  about  the  Soviet  Union,  its  role  and  intentions.  This  can  be  explained 
by  competing  national  interests,  differences  in  political  system,  history, 
geography,  economic  priorities,  racial  makeup  and  most  important  of  all,  dif- 
fering threat  perceptions.  In  general,  three  schools  of  thought  exist: 

School  1:  Soviet-Military  Expansion  is  Natural  and  Does  Not  Threaten  South- 
east Asian  Security. 

Included  in  this  group  are  countries  such  as  Indonesia,  Malaysia  and  the 
Indochinese  states.  These  countries  have  a  number  of  things  in  common, 

7Anthony  Paul,  "Soviet  Stakes,"  Asiaweek,  16  March  1986,  p.  56. 

^Soviet  Military  Power  1985  (Washington,  D.C.  US  Government  Printing  Office,  April  1985), 
p.  131. 

'For  details  see  the  writer's  "The  Soviet  Union  in  Southeast  Asia:  Regional  Perspectives," 
Journal  of  Contemporary  Southeast  Asia  (forthcoming). 
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especially  their  perceptions  of  their  external  threat,  namely,  China.  Indo- 
nesia10 is  principally  concerned  with  internal  threats  from  the  Islamic  Fun- 
damentalists and  to  a  certain  extent,  fear  the  revival  of  Communism.  She  sees 
the  growth  of  Soviet  power  in  the  region  as  largely  a  response  to  the  emerging 
Sino-US  relationship.  At  the  same  time,  Jakarta  does  not  believe  that  Moscow 
intends  to  have  a  permanent  military  presence  in  the  region.  The  belief  that 
geographical  distance,  economic  weakness  of  the  Soviet  Union,  Southeast 
Asia  being  not  a  vital  interest  and  the  reluctance  of  Southeast  Asian  leaders, 
for  political,  psychological  and  diplomatic  reasons  to  be  close  to  the  Soviet 
Union,  would  ensure  that  Moscow  would  have  little  chance  of  success  in  the 
region.  Moreover,  even  though  the  Kremlin  has  attempted  to  project  its 
military  power  in  the  region,  it  still  suffers  from  severe  logistical  handicaps. 
Most  important  of  all,  Jakarta  perceives  the  Soviet  Union  to  have  expanded 
rapidly  but  is  still  far  below  the  American  military  strength  in  the  region.  An 
important  consideration  in  determining  this  viewpoint  is  the  long  held  belief  by 
the  Soeharto  administration  that  China  is  the  longer  term  threat  to  Indonesia 
than  the  Soviet  Union.  This  is  because  of  China's  geographical  proximity,  its 
historical  legacy,  its  racial  and  cultural  affinity,  the  fact  that  it  possesses 
Overseas  Chinese  assets  in  the  region,  its  attempts  to  incite  communist  rebel- 
lions and  finally,  the  emerging  attempts  by  the  West  to  modernise  and  streng- 
then China  economically,  politically  and  militarily.  It  is  in  this  regard  that 
Indonesia  subscribes  to  the  view  that  the  Soviet  Union  is  not  such  an  imminent 
threat.  Rather  she  sees  the  Soviet- Vietnamese  alliance  as  a  positive  develop- 
ment which  would  enable  the  Chinese,  threat  to  be  counter-balanced  and 
hence  possibly  ensure  Indonesia's  long  term  security. 

In  similar,  vein,  Malaysia11  sees  the  Soviet  Union's  presence  in  the  region 
more  as  a  result  of  its  global  rule  rather  than  any  specific  regional  interest.  In 
fact,  the  present  Malaysian  Prime  Minister,  Mahathir  Mohammad  is  on  record 
arguing  that  the  "Soviet  bogey"  has  been  overplayed.  Kuala  Lumpur  has  ra- 
tionalised the  Soviet  presence  as  something  natural  and  not  threatening  on 
grounds  that  it  is  intended  to  check  China,  to  aid  Vietnam,  to  secure  Siberia, 
to  demonstrate  its  capability,  to  intimidate  Japan,  to  use  its  only  viable  instru- 
ment of  policy,  to  prove  its  superpowerhood,  to  use  excess  military  power  and 

10For  details,  see  J.  Soedjati  Djiwandono,  "The  Soviet  Presence  in  the  Asian  Pacific  Region: 
An  Indonesian  Perspective,"  Asian  Affairs:  An  American  Review,  Vol.  11,  No.  4,  Winter  1985, 
pp.  20-38;  Jusuf  Wanandi  and  M.  Hadi  Soesastro,  "Indonesia's  Security  and  Threat  Percep- 
tions," in  Charles  E.  Morrison  (edn.),  Threats  to  Security  in  East  Asia-Pacific  (Toronto:  Lex- 
ington Books,  1985),  pp.  83-102. 

"See  Mahathir  Mohammad,  "Success  of  the  Asia-Pacific  Region,"  New  Straits  Times  (Kuala 
Lumpur),  4  June  1985,  pp.  10-11;  Mohamed  Noordin  Sopiee,  "The  Russian  Threat:  Between 
Alarm  and  Complacency,"  ISIS  Research  Note  (Kuala  Lumpur:  Institute  of  Strategic  and  Interna- 
tional Studies,  1985),  pp.  1-15;  Noordin  Sopiee,  "The  ASEAN  States  are  Unruffled  by  the  Soviet 
Giant,"  International  Herald  Tribune,  3-4  May  1986,  p.  6. 
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finally,  to  be  legitimately  considered  in  the  region  in  view  of  the  fact  that  it  is 

Z^f°rlC  P°Werv!n  ^  °Wn  right'  ™S  PCrCeption  stems  mai"ly  from  the 
belief  that  China  ,s  the  main  threat  to  the  region.  In  Malaysia's  eyes,  the 

S^CT^t^n^T  C°Hfir k  ^  ^  ^  SUPP°rt  °f  thC  Malayan  Com™nist 
Party  (MCP),  it  hostile  radio  broadcasts  in  support  of  a  communist  revolu- 
tion and  Beijing's  concern  for  the  Overseas  Chinese  in  the  country  More  im- 
portant, Kuala  Lumpur's  perception  has  been  shaped  by  the  racial  polarisation 
between  the  Malays  and  Chinese  in  the  country  and  its  anti-China  posture  is  a 
reflection  of  the  state  of  domestic  politics.  It  is  in  this  context  that  Malaysia 
sees  China  as  a  threat  to  Vietnam  and  disagrees  with  Beijing's  policy  that  Viet- 
nam should  be  bled  to  death  over  Kampuchea.  Rather,  a  strong  Vietnam  is 
wdcomed  as  this  would  act  as  a  bulwark  in  checking  southward  expansion  of 

Similarly,  the  Indochinese12"  states  welcome  the  Soviet  presence  in  the 
region  as  the  only  saviour  from  the  Chinese  danger.  The  Indochinese  states 
especially  Vietnam,  believes  that  China  has  hegemonist  intentions  in  the 
region.  With  the  US's  power  gradually  weakening  in  the  region  since  1973  the 
Chinese  have  taken  unto  themselves  to  be  the  regional  masters  and'  the 
Overseas  Chinese  and  Maoism  are  tools  used  to  realise  this  objective  In  this 
context,  the  expansion  of  Soviet  military  power  is  welcomed  as  a  stabilising 
force  which  would  check  China's  expansionism.  Added  to  this  perception  the 
near  total  dependence  of  Vietnam's  economically,  politically,  diplomatically 
and  militarily  on  the  Soviet  Union  has  also  influenced  Hanoi  to  think  in  these 
terms  and  not  otherwise.  In  short,  the  Vietnamese,  at  least  for  the  present  are 
not  in  a  position  to  question  or  condemn  the  Soviet  threat. 

School  2:  Soviet  Military  Expansion  is  Dangerous  a  Regional  Threat 

In  this  group,  two  countries  stand  out  in  their  vociferous  opposition  to 
Soviet  presence  in  the  region.  Thailand13  views  Soviet  support  for  Vietnam 
and  its  policies  as  the  principal  threat  to  its  security.  This  has  been  further 
enhanced  by  the  presence  of  Soviet  military  assets  in  Indochina.  Bangkok  sees 
the  Soviets  as  having  intrinsic  interests  in  the  region,  with  aims  to  check  China, 
eliminate  US  influence,  gain  acceptance  as  an  extraneous  power  and  to  protect 
and  further  its  strategic  interests  in  the  region.  At  the  same  time,  the  belief  that 
legal  political,  diplomatic  and  military  linkages  between  Hanoi  and  Moscow 
are  unlikely  to  lead  to  the  Soviet  abandonment  of  its  Vietnamese  ally  and 
hence  the  belief  that  the  Soviet- Vietnamese  alliance  cannot  be  detached.  As  far 

12See  Nyuyen  Huu  Chinh,  "Big  Powers  vis-a-vis  Southeast  Asia,"  Indonesian  Quarterly,  Vol. 
7,  No.  2  (April  1984),  pp.  173-181. 

13See  Siddhi  Savetsila,  "Thailand's  View  on  the  Present  Situation  in  Southeast  Asia,"  Address 
to  the  Council  of  Foreign  Relations  on  20  May  1985,  pp.  1-7;  Thanat  Khoman,  "National  Threat 
Perceptions  in  East  Asia,"  in  Charles  E.  Morrison  (edn.),  Threats  to  Security,  p.  20. 
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as  Thailand  is  concerned,  the  convergence  of  interests  between  the  regional  ex- 
pansionist, Vietnam  and  the  global  expansionist,  Soviet  Union  have  ensured 
that  the  alliance  relationship  is  a  permanent  threat  to  Thailand's  national 
security.  In  this  regard,  Bangkok  has  been  disturbed  by  the  lack  of  concern 
and  even  complacency  demonstrated  by  Kuala  Lumpur  and  Jakarta  in  viewing 
Vietnam  not  as  a  security  threat  to  Thailand.  This  is  largely  caused  by  the 
geographical  distance  of  Malaysia  and  Indonesia  from  Vietnam  and  the  con- 
verse, the  geographical  propinquity  of  Thailand  to  Vietnam. 

The  most  vocal  anti-Soviet  stance  in  Southeast  Asia  is  taken  by  Singa- 
pore.14 It  is  the  Republic's  belief  that  an  expansionist  Soviet  Union  has  upset 
the  balance  of  power  in  the  region.  Its  military  expansionism,  its  alliance  with 
Vietnam  and  its  support  of  Vietnam's  aggressive  policies  in  the  region  have 
confirmed  this  threat  perception.  The  belief  that  the  Soviet  Union  has  a  per: 
manent  interest  in  the  region  and  that  its  adverserial  relations  with  the  US  and 
China  would  ensure  the  Kremlin's  determined  interest  in  Southeast  Asia  and 
hence  its  military  expansion,  has  coloured  the  Republic's  perception  about  the 
Soviet  Union.  In  addition  to  this,  its  vulnerability  as  a  small  state,  its  quest  for 
regional  stability  for  attraction  of  foreign  investments,  the  belief  that  the 
balance  of  power  in  the  region  is  different  in  political  and  economic  systems 
would  never  bring  the  Republic  any  closer  to  the  Soviet  Union,  have  all  played 
a  part  in  colouring  the  Republic's  view  of  the  Soviet  Union  as  a  threat.  It  is  in 
this  context  that  Singapore  has  called  upon  the  US,  China  and  Japan  to  play  a 
more  prominent  role  in  the  region  in  order  to  counterbalance  Soviet  military 
expansion  and  hence  maintain  a  semblance  of  regional  peace  and  stability. 

School  3:  Soviet  Military  Expansion  is  Irrelevant 

Burma's  pursue  of  a  non-aligned  foreign  policy  has  restrained  her  in  ex- 
pressing fears  about  the  Soviet  Union.  While  bilateral  relations  are  formally 
maintained,  there  is  little  substance  in  them  largely  because  Rangoon  lives 
under  the  shadow  of  its  colossal  neighbour,  China.  Despite  this,  Rangoon  has 
not  echoed  China's  fear  and  suspicion  of  the  Soviet  Union,  preferring  to  main- 
tain a  low  profile  as  far  as  Soviet  military  posture  in  the  Asia-Pacific  region  is 
concerned.  As  far  as  Brunei16  is  concerned,  while  opposing  Soviet  support  for 

14See  the  writer's  The  Development  of  Moscow-Hanoi  Relations  Since  the  Vietnam  War:  The 
View  from  Singapore  (Canberra:  Strategic  and  Defence  Studies  Centre,  Working  Paper  No.  54, 
June  1982),  pp.  1-71;  Bilveer  Singh,  "The  Evolution  of  Singapore's  Soviet  Relations,"  Asian  Af- 
fairs, Vol.  4,  No.  2  (June  1982),  pp.  149-176;  Bilveer  Singh,  "Singapore's  Perspective  on  the 
Soviet- Vietnamese  Alliance  and  the  Security  of  Southeast  Asia,"  paper  presented  at  a  roundtable 
seminar  on  "The  Soviet-Vietnamese  Alliance  and  the- Security  of  Southeast  Asia,"  Bangkok, 
Thailand,  6-8  July  1986. 

15See  Straits  Times  (Singapore),  13  June  1981  and  5  August  1982. 

1 6 A  SEA  N  Newsletter,  No.  5,  September-October  1984,  p.  9. 
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Vietnam's  expansionism  and  occupation  of  Kampuchea,  Bandar  Sri  Begawan 
has  preferred  to  remain  relatively  silent  as  far  as  Soviet  threat  is  concerned  In 
many  ways  the  Soviet  Union  is  irrelevant  as  its  primary  concern  is  with  its  two 
immediate  neighbours,  Malaysia  and  Indonesia  with  whom  the  troubled  past 
still  continues  to  haunt  present  relations. 

In  the  past,  the  Philippines17  has  echoed  American  foreign  policies  in  the 
region  and  joined  in  the  anti-communist  crusades  in  the  Cold  War.  Its  hosting 
of  the  two  largest  American  military  bases  in  the  Asia-Pacific  region  is  a 
testimony  of  this  stance.  However,  in  the  last  three  years,  the  Philippines  has 
been  embroiled  in  a  serious  domestic  turmoil  and  had  little  concern  for  exter- 
nal relations,  be  it  with  Vietnam's  expansion  in  Indochina  or  the  high  profile 
of  the  Soviet  Union  in  the  region.  In  short,  domestic  considerations  has  made 
the  Soviet  Union  an  irrelevant  factor,  even  though  to  the  Soviet  Union  the 
Philippines  is  a  key  country  in  Southeast  Asia  because  of  its  close  military  and 
strategic  ties  with  the  United  States. 


IMPLICATIONS 

While  the  phenomenal  growth  of  Soviet  military  power  in  the  Asia-Pacific 
region  is  unquestionable,  its  impact  is  opened  to  differing  interpretations.  In 
Southeast  Asia,  the  reading  of  different  implications  also  stems  from  the  dif- 
ferent perceptions  about  the  Soviet  Union,  its  role  and  intentions  in  the 
region.  This  is  not  surprising  as  even  Western  analysts  are  divided  on  the  ques- 
tion. The  Reagan  Administration  sees  four  objectives  in  the  Soviet  buildup: 

1.  To  neutralise  Japan  in  any  conflict. 

2.  To  place  themselves  in  a  position  to  cut  off  Western  oil  supplies  from  the 
Gulf. 

3.  To  intimidate  ASEAN  through  the  projection  of  Soviet  power,  thus  in- 
fluencing political  events  such  as  talks  on  Kampuchea. 

4.  To  attempt  to  limit  and  prevent  the  strengthening  of  strategic  links  between 
the  West  and  China.18 

At  the  same  time,  the  deployment  of  Soviet  Navy  far  and  wide,  is  widely 
believed  to  have  become  a  major  instrument  of  the  Kremlin's  diplomacy. 
Following  from  this  fact,  the  area  of  vital  economic,  political  and  strategic  im- 
portance to  the  West,  where  first  the  British  and  now  the  American  prestige  is 
predominant,  is  increasingly  under  pressure  from  Moscow.  It  is  in  this  context 

17See  Franklin  Weinstein,  "The  Meaning  of  National  Security  in  Southeast  Asia,"  in  S.  Mat- 
sumoto,  (edn.),  Southeast  Asia  in  a  Changing  World  (Tokyo:  Institute  of  Developing  Economics, 
1980),  p.  23. 

l8Cited  in  Alain  Cass,  "Soviet  Navy." 
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that  the  growth  of  Soviet  military  power  in  the  region  is  seen  as  a  threat  to  US 
interests  where  the  Kremlin  is  seen  as  having  moved  beyond  defensive  posture 
and  having  assembled  a  clearly  offensive  arsenal  and  hence  the  realisation  of 
the  Soviet  threat.19  It  is  largely  because  of  this  development  that  the  West, 
especially  the  US,  has  responded  with  its  own  build-up,  involving  the  expan- 
sion and  modernisation  of  its  navy.  At  the  same  time,  the  US  has  pressured  its 
allies,  especially  Japan  to  play  a  bigger  role  in  defence  in  order  to  ease  US 
defence  burden.  This  is  largely  focussed  on  the  Sea  of  Japan  which  provides  a 
crucial  and  vulnerable  passageway  for  Soviet  naval  vessels  leaving 
Vladivostok.  In  order  to  reach  the  Northern  Pacific,  Soviet  vessels  have  to 
pass  through  five  narrow  chokepoints,  the  Thushima,  Tartar,  Shimonoseki, 
Tsugaru  and  Soya  Straits  which  are  not  difficult  to  cut  off  in  a  crisis. 

Many  in  the  West  would,  however,  argue  that  the  Reagan  Administration's 
interpretation  of  the  Soviet  role  and  intentions  in  the  region  are  too  severe.20 
The  counter-view  would  tend  to  argue  that  many  shortcomings  of  Soviet 
military  power,  especially  suffered  by  the  Pacific  Fleet,  are  being  overlooked, 
namely,  that  the  USSR  has  traditionally  and  is  still  ahead  in  overall 
capabilities,  the  principal  base  of  the  Soviet  Pacific  threat  are  vulnerable  to 
Slockade,  the  US  has  superior  naval  and  air  facilities  in  Japan,  the  Philippines 
and  China,  and  that  Cam  Ranh  Bay  can  be  easily  viewed  and  lacks  seaward 
defences.21  In  many  ways,  the  Soviet  military  power  in  the  Pacific  is  a  poor 
match  for  US  forces  in  the  region.  For  instance,  many  of  the  ships  are  too 
small  and  old,  Soviet  crew  members  are  less  well  trained  and  suffer  from 
severe  morale  problems  compared  to  their  American  counterparts.  Technical- 
ly, not  only  are  the  vessels  inferior  but  are  more  prone  to  breakdowns.  The 
Soviet  Union's  major  port  of  operation  in  the  Far  East,  Petropavlavk  is  ice- 
bound for  half  the  year.  Vladivostok  is  hemmed  in.  The  battle  troops  are  a 
long  way  from  the  supply  line.  Even  the  availability  of  Cam  Ranh  Bay  is  not 
without  disadvantages:  it  is  far  from  the  Soviet  Union  and  can  be  easily  sealed 
off  by  American  air  and  naval  power  based  in  the  Philippines.  The  US  also  has 
advantage  in  the  type  of  key  ships  and  air  power  which  has  become  an  integral 
part  of  a  modern  naval  combat.  The  US  has  two  fleets,  the  Seventh  and  Third, 
available  for  combat  in  the  Pacific.  Together,  they  have  six  aircraft  carriers. 
Each  carrier  has  85  fighters,  anti-submarine  planes,  attack  aircraft  and 
helicopters.  This  compares  well  with  the  Soviet  Pacific  Fleet  which  only  has 
two  small  Kiev-class  air-craft  carriers,  which  can  only  carry  thirty-two 
helicopters  and  planes  and  hence  not  a  match  for  US  firepower.  However, 

"See  Clyde  Haberman,  "Challenge  in  the  Pacific,"  p.  105. 
™Ibid.,  pp.  105  and  112;  Alain  Cass,  "Soviet  Navy." 

21See  Amarjit  Singh,  "Soviet  Military  Build-up  in  the  Pacific  and  Indian  Oceans  and  Their 
Geo-strategic  Implications,"  The  Pointer,  Journal  of  the  Singapore  Armed  Forces,  Vol.  12,  No.  4 
(July-September  1986),  p.  102. 
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beancounting  of  this  nature  does  not  answer  all  the  queries  nor  give  a  true 

°f       aCtUaI  StatC  °f  affairS'  M°St  analyStS'  While  a^reein8  ^  the 
US  is  still  far  superior,  would  argue  that  Soviet  military  power  is  important 

principally  for  its  political  potential  and  it  is  this  area  where  the  Kremlin  has 
bassador  gamS'      Sh°rt'  ^  StU1  that  m&n  °f  War  is  the  best  am' 

The  presence  of  awesome  power  in  the  region  is  bound  to  have  political  im- 
plications and  the  psychological  intimidation  of  this  nature  is  something  that 
cannot  be  ignored  by  the  littoral  states.  That  is  new  and  the  only  instrument  of 
policy  available  to  the  Kremlin  makes  it  all  the  more  important  and  hence  of 
consequence  for  the  states  of  the  region.  While  the  exact  political  and  diplo- 
matic impact  is  difficult  to  ascertain,  that  it  has  made  the  Soviet  Union  an  ac- 
tor m  the  Asia-Pacific,  especially  the  Southeast  Asia  region,  is  beyond  doubt 
The  Soviet  Union,  has  tried  to  achieve  through  military  power,  political  in- 
fluence and  prestige  which  has  generally  failed  to  gain  through  traditional  in- 
struments of  diplomacy.  But  in  the  final  analysis,  it  must  be  concluded  that  the 
Soviet  influence  in  the  region  is  still  not  great  and  that  it  is  a  unidimensional 
superpower  m  the  region.  Traditionally,  it  has  not  been  a  major  actor  in  the 
region  and  what  little  influence  she  had  painstakingly  gained  was  quickly 
eroded  by  her  support  for  Vietnam's  invasion  of  Kampuchea,  its  invasion  of 
Afghanistan  and  the  shooting  of  KAF  flight  007.  The  friends  which  the  Soviets 
have  in  the  region,  North  Korea,  Vietnam,  Laos  and  People's  Republic  of 
Kampuchea,  are  more  a  liability  than  assets,  especially  from  the  economic 
viewpoint.  Not  only  are  they  poor  and  isolated,  they  are  also  a  drain  on  the 
Soviet  economy,  and  diplomatic  prestige.  They  have  been  left  behind  in  Asia's 
rush  for  development  and  modernisation. 

In  contrast,  the  US  and  its  allies'  fortunes  are  closely  linked  with  the 
region.  While  to  the  Soviet  Union  it  appears  to  have  been  left  out  of  the 
region,  the  US,  together  with  Japan  and  the  EEC,  have  been  the  principal 
dynamoes  for  the  regional  growth.  Nevertheless,  following  the  acquisition  of 
military  power,  the  Soviet  Union,  under  the  leadership  of  Mikhail  Gorbachev, 
has  tried  to  win  back  a  place  in  the  Asia-Pacific  sun.  His  Vladivostok  speech 
on  28th  July  1986,  which  made  wideranging  concessions  was  part  of  an  exer- 
cise to  regain    some  lost  ground.  The  various  initiatives  to  improve  relations 
with  China,  Japan,  North  Korea,  ASEAN  and  countries  of  the  South  Pacific 
are  aimed  at  making  the  Soviet  Union  an  actor  in  the  region  at  the  expense  of 
the  US  and  China.  At  the  same  time,  these  initiatives  have  been  timed  to 
capitalised  on  US's  problems  in  the  region,  such  as  the  uncertain  future  of  its 
bases  in  the  Philippines,  the  crack  in  the  ANZUS  alliance  and  the  frustrations 
in  ASEAN  over  the  Kampuchean  deadlock.  Notwithstanding  these 

22Speech  by  Mikhail  Gorbachev  in  Vladivostok,  July  28,  1986  (Moscow:  Novosti  Press  Agency 
Publishing  House,  1986),  pp.  1-40. 
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developments,  on  the  whole,  the  Soviet  Union  is  still  not  a  major  factor  in  the 
region  and  its  military  power  has  not  achieved  much.  If  anything,  it  has  been 
successful  in  causing  greater  fear  and  hence  pushed  the  non-communist  coun- 
tries of  the  region  closer  to  the  US,  in  order  to  balance  up  the  emerging  Soviet 
threat. 

More  narrowly,  in  Southeast  Asia,  what  implications  can  be  read  into  the 
presence  of  Soviet  military  power  in  Indochina?  Politically,  the  Soviet  military 
presence  in  Indochina  serves  a  number23  of  functions.  It  enables  Vietnam  to 
consolidate  its  control  over  Laos  and  Kampuchea  and  to  draw  them  closer  to 
the  Soviet  camp  as  well  as  to  confront  the  countries  of  the  region  more  boldly. 
It  also  explains,  in  part,  Hanoi's  intrasigence  so  far  to  ASEAN  and  the  United 
Nations'  call  for  the  resolution  of  the  Kampuchean  problem  peacefully. 
Secondly,  it  represents  part  of  the  Soviet  Union's  attempt  to  influence  and 
dominate,  politically  and  strategically,  countries  bordering  China  with  the  ob- 
ject of  Containing  Chinese  power  and  influence  in  Southeast  Asia.  It  also 
manifests  the  political  dimension  to  fill  the  great  power  vacuum  in  Indochina 
left  by  the  United  States  in  1975.  It  is  an  exercise  to  woo  ASEAN  and  prevent  it 
from  developing  into  a  pro- Western  bloc  or  even  into  a  military  pact.  It  also 
represents  part  of  Soviet  pressure  on  ASEAN  to  accomodate  Vietnam  and  to 
accept  the  status  quo  in  Kampuchea.  Soviet  military  presence  also  functions  to 
contain  American  predominance  in  the  region,  aimed  at  weakening 
Washington's  power  and  distancing  it  from  countries  of  the  region.  While 
demonstrating  Soviet  interest  and  will  to  expand  its  activities  in  the  region, 
Soviet  military  presence  also  enlarges  Moscow's  area  of  political  and  military 
influence.  Finally,  Soviet  military  power  in  Indochina  has  added  a  new  ele- 
ment in  the  security  perceptions  of  the  regional  states  and  in  many  ways,  repre- 
sent Soviet  "psychological  intimidation"  of  the  ASEAN  states. 

It  is  in  the  military  arena  that  the  Soviet  facilities  in  Vietnam  perform  their 
most  useful  functions,  both  in  peace  time  and  war.  In  peace  time,  the  facilities 
perform  a  number  of  tasks.  For  the  Soviet  Navy,  it  is  permitted  to  gain  access 
to  facilities  in  the  region  thereby  creating  an  environment  for  possible  in- 
creased military  and  naval  presence  in  the  region.  It  also  means  less  time  and 
cost  for  the  Soviet  Navy  to  travel  westwards  from  Vladivostok  to  the  Straits 
of  Malacca.  Forward  basing  facilities  with  repair,  storage  and  bunkering 
capabilities  have  reduced  travel  time  for  the  Pacific  Fleet  from  Vladivostok  to 
the  Straits  of  Malacca  from  two  weeks  to  only  three  days.  At  the  same  time,  the 
facilities  have  added  flexibility  for  the  Naval  Command  by  allowing  it  to  con- 
duct prolonged  naval  operations  in  the  region  as  well  as  expanded  the  Soviet 
Union's  operational  reach  by  2,000  nautical  miles.  One  rationale  advanced  by 
the  Soviet  leadership  to  justify  their  presence  at  Cam  Ranh  Bay  is  as  an  "equal 
response"  to  the  presence  of  American  facilities  at  Subic  Bay  and  Clark  Air 

23See  the  writer's  "Soviet  Military  Presence  in  Indochina,"  p.  34. 
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Field  ,n  the  Philippines  In  this  regard,  the  availability  of  bases  in  Vietnam 
enables  Moscow  not  only  to  project  its  power  in  the  region  but  also  to  counter 
American  forces  based  ,n  the  Philippines.  In  addition  to  gaining  a  strategic 
foothold  in  Southeast  Asia  for  the  first  time,  the  fadlitta  allow  the X 

Sn  Gulf  rnHe/tS         "epl°yment  caPabil*y in      Indian  Ocean  and  the 
Persian  Gulf  and  to  respond  to  crises  in  the  region  quickly.  It  also  provides  a 
military  dimension  to  the  strategic  encirclement  of  China  as  well  as  the 
capability  to  deny  and  disrupt  the  West's  usage  of  Southeast  Asian  sealanes 
should  the  need  arise.  The  electronics  and  communications  facilities  perform  a 
valuable  task  of  being  the  relay  centre  for  ships  and  aircrafts  flying  through 
the  region  and  forms  an  important  communications  link  with  the  Military 
Command  in  Vladivostok.  The  availability  of  permanent  base  facilities  has 
also  provided  improved  surveillance  and  intelligence  gathering  capabilities  to 
the  Soviets  for  eavesdropping  on  Chinese  military  movements,  the  Seventh 
Fleet  and  the  American  facilities  in  the  Philippines,  than  would  otherwise  be 
provided  by  submarines  or  surface  ships.  In  addition  to  possessing  an  in-base 
capability  to  threaten  Western  and  ASEAN  economic,  political  and  strategic 
interests,  the  facilities  provide  a  credible  deterrent  posture  to  Vietnam  against 
China. 

A  number  of  scholars  have  argued  that  in  war,  the  Soviet  facilities  in  Viet- 
nam are  useless  and  an  easy  target  for  American  airforce  and  missile  attacks 
from  bases  m  the  Philippines.  This  may  well  be  true  but  since  no  one  can 
predict  the  outcome  of  a  war  that  is  yet  to  be  fought  and  of  how  the  bases  may 
be  used,  more  so,  in  the  case  of  a  Soviet  pre-emptive  strike,  it  will  be  more 
useful  to  examine  the  various  ways  the  bases  can  be  of  function  for  Soviet 
military  planners.  In  the  first  place,  the  bases  may  perform  the  crucial  task  in 
the  overall  Soviet  strategy  to  prevent  damage  to  its  homeland.  In  this  case,  we 
can  expect  the  Soviet  Union  to  use  its  bases  in  Vietnam  to  support  combat 
operations  against  the  Seventh  Fleet  and  merchant  shipping.  It  can  also  disrupt 
the  vital  Southeast  Asian  straits  which  forms  an  important  artery  for  Western 
economic  and  military  interests.  In  a  United  States  naval  study  in  1979,24  in 
war,  the  Soviet  facilities  in  Vietnam  can  be  expected  to  perform  four  crucial 
tasks:  attack  US  forces  within  range;  mine  the  approaches  to  Subic  Bay;  tie 
down  US  forces  as  a  "fleet  in  being";  and  disrupt  South  China  Sea  lines  of 
communications.  This  would  indicate  that  the  Soviet  facilities  are  far  more 
useful  in  war  than  has  been  otherwise  credited  for  so  far. 


"Lieutenant  Commander  William  H.  Walls  and  Lieutenant  Commander  Edwin  R.  McDaniel, 
"Soviet  Bases  in  Vietnam:  Implications  for  the  Seventh  Fleet,"  Proceedings  US  Naval  Institute 
September  1979,  p.  114. 
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CONCLUDING  REMARKS 

Without  a  figment  of  a  doubt,  the  Soviet  Navy  has  expanded  and  improved 
its  capability  tremendously.  However,  it  suffers  from  adverse  geographical  cir- 
cumstances caused  by  ice-bound  ports  and  having  to  traverse  narrow  sealanes 
under  foreign  surveillance  and  control.  Because  of  these  geographical  adversi- 
ty where  the  possibility  exists  for  interdiction  and  hence  disabling  the  entire 
Pacific  Fleet  at  the  "bottle-necks"  as  well  as  to  overcome  the  ice-bound  har- 
bours, the  search  for  strategically  located  ice-free  warm  water  ports  has  been  a 
consistent  goal  of  Russian  and  Soviet  foreign  policy.  In  this  regard,  the 
availability  of  facilities  in  Vietnam  represents  a  fulfilment  of  this  objective  and 
hence  a  major  political,  military  and  strategic  achievement.  At  the  same  time, 
the  military  facilities  are  a  compensation  for  the  Soviet  failure  to  increase  its 
influence  and  presence  through  political  and  economic  means  in  the  region. 
Militarily,  the  facilities  are  a  major  asset:  for  the  first  time,  American  military 
complexes  in  the  Philippines  have  fallen  under  the  threat  of  Soviet  air  attack  as 
well  as  dramatically  increased  Soviet  offensive  power  in  East  and  Southeast 
Asia  and  the  West  Pacific.  While  the  Soviet  military  presence  has  had  some 
obvious  advantages  for  Moscow  in  its  strategic  calculations  as  far  as  China 
and  the  United  States  are  concerned,  in  ASEAN,  its  impact  has  been  at  best 
counterproductive.  Instead  of  forcing  the  ASEAN  states  into  subservience,  the 
enhanced  fear  of  Soviet  military  presence  resulted  in  heightening  unity  among 
the  Association's  members  and  drove  them  closer  towards  the  United  States, 
Japan  and  even  China  to  seek  security  and  political  reassurance.  This,  how- 
ever, should  not  detract  us  from  the  important  fact  that  the  Soviet  Union's 
military  presence  in  Vietnam  has  to  an  important  degree  altered  the  regional 
military  and  strategic  balance  in  favour  of  Moscow  and  that  for  the  first  time 
the  Soviet  Union  has  acquired  a  major  strategic  foothold  in  the  region. 

So  far,  Western  economic  and  especially  American  military  presence  in 
Southeast  Asia  has  successfully  contained  the  adverse  impact  of  the  Soviet 
military  presence  in  Indochina  and  on  the  non-communist  countries  of 
Southeast  Asia.  But,  for  how  long  and  how  far  this  will  be  possible  is  difficult 
to  determine,  especially  in  view  of  the  serious  security  situation  in  the  Philip- 
pines and  the  uncertainty  of  the  status  of  American  bases  there  after  1991. 
While  the  Soviet  Union  has  not  so  far  successfully  translated  its  military 
presence  in  the  region  into  political  capital,  such  as  compelling  the  ASEAN 
states  to  accept  the  political  situation  in  Kampuchea,  any  weakening  of 
American  resolve  in  the  region  will  be  a  signal  to  Moscow  to  exercise  its  newly 
gained  power  and  instrument  to  the  detriment  of  the  West  and  ASEAN.  The 
various  Soviet  political  initiatives  under  Gorbachev  in  the  region  are  already 
indicative  of  the  growing  political  profile  of  the  Kremlin  undertaken  behind  its 
expanding  military  power.  In  this  context,  it  is  tempting  to  speculate  on  a 
future  strategic  scenario  which  may  be  the  outcome  of  Moscow's  success  in 
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Vietnam.  The  acquisition  of  military  facilities  in  Indochina  represents  a  major 
gain  for  the  Soviet  Union  as  far  as  future  bargaining  with  the  United  States 
and  the  PRC  is  concerned.  Indeed,  it  is  highly  possible  that  in  view  of  the 
deterioration  of  the  situation  in  the  Philippines  and  hence  the  plausibility  of 
the  American  bases  being  evicted,  Moscow  may  successfully  "impress"  upon 
Washington  to  enter  into  a  "bargain":  the  dismantling  of  military  facilities  at 
Cam  Ranh  Bay  and  Danang  by  the  Soviets  in  return  for  the  American  with- 
drawal from  Subic  and  Clark.  Indeed,  this  exchange  was  called  for  the  Gor- 
bachev in  his  Vladivostok  speech  on  28th  July  1986.  This  may  well  have  been 
the  long-term  goal  of  the  Soviet  Union  in  the  region  when  it  embarked  on  its 
militarisation  in  Vietnam.  If  this  is  realised,  then  the  possibility  exists  for  a  ma- 
jor turning  point  in  the  political-military-security  situation  in  the  Asia-Pacific 
region  and  in  this  regard,  the  importance  of  the  Soviet  military  presence  and 
facilities  in  Vietnam  should  not  be  underrated.  If  anything,  they  should  be 
viewed,  potentially,  as  causing  great  instability  in  the  Southeast  Asian  region. 
For  the  time  being,  however,  the  United  States  has  resorted  to  other  means, 
combining  its  military  expansion  and  modernisation  in  the  region  with  the 
pressure  on  Japan  to  step  up  its  defence  build-up,  the  arming  and  moderni- 
sation of  China,  the  arming  of  the  non-communist  countries  of  the  Asia- 
Pacific  region  and  the  consolidation  of  the  Rapid  Deployment  Force.  Whether 
these  measures  would  be  able  to  counteract  the  military  expansion  of  the 
Soviet  Union  in  the  region  is  unpredictable:  the  tailure  of  these  measures  to 
establish  a  stable  balance  of  power  in  the  region  can,  however,,  have  grave 
unsettling  impact  on  the  entire  Asia-Pacific  region  and  with  it  world-wide 
political,  economic  and  strategic  ramifications. 


Gorbachev's  New  Policy 
towards  Asia 

Yutaka  AKINO 


NEW  TRENDS  IN  SOVIET  FOREIGN  POLICY 

Almost  two  years  have  passed  since  Gorbachev's  accession  to  power.  In 
March  1985  some  expected  many  new  changes  from  the  new  leadership  in  the 
Kremlin.  But  others  expected  very  few.  It  is  a  difficult  task  to  say  whose 
prediction  is  correct.  Now  the  former  groupare  probably  disappointed,  with 
the  latter  group  being  somewhat  surprised  at  the  pace  of  change  inside  the 
USSR  under  Gorbachev.  It  is  true  that  no  revolutionary  changes  have  been 
witnessed  in  the  field  of  external  policy;  nonetheless,  we  cannot  claim  that 
there  are  no  genuinely  new  tendencies.  There  is  no  denying  that  some  new 
trends  or  new  emphases,  if  not  revolutionary  changes,  have  surfaced  in  Soviet 
foreign  policy.  Before  tackling  the  main  subject  here,  I  would  like  to  make 
some  points  about  these  new  trends.  For  instance,  the  relatively  new  concept 
of  "peaceful  co-existence,"  contemporary  imperialism,  new  policies  toward 
the  Third  World  and  the  Socialist  Commonwealth  are  worth  some  mention. 
Accordingly,  we  may  hope  to  clarify  the  new  Soviet  policy  in  Asia. 

The  surest  thing  we  can  point  out  is  that  the  USSR's  foreign  policy  under 
Gorbachev  has  been  less  rigid  and  more  dynamic  and  diversified  than  under 
his  predecessors.  These  tendencies  had  their  roots  even  during  the  period  when 
Gromyko's  thundering  voice  still  echoed  inside  the  Foreign  Ministry.  But  this 
trend  became  more  pronounced  after  Shevardnaze  took  over.  These  new 
trends  are  best  illustrated  by  the  new  attitude  towards  on  site-inspection  in 
arms  control  negotiations,  and  the  continuation  of  a  unilateral  moratorium  on 
nuclear  testing.  Parallel  to  this,  some  new  phraseology  has  come  into  use:  "a 
new  political  thinking,"  "comprehensive  system  of  international  security," 
"global  interdependence,"  "co-operation  at  the  global  level,"  plus  others. 

Dr.  Yutaka  Akino,  Lecturer,  Tsukuba  University. 
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The  top  priority  of  his  foreign  policy  is  strengthening  the  unity  and  cohe- 
sion of  the  Socialist  Commonwealth  consisting  of  the  CMEA  member  coun- 
tries. As  Gorbachev  himself  singled  out  in  his  inauguration  speech,  the  unity 
of  "the  great  Socialist  Commonwealth  is  the  first  precept  of  Soviet  foreign 
policy."1  The  frequency  of  Warsaw  Pact  Summit  meetings  has  skyrocketed  in 
the  last  two  years.  What  is  interesting  here  is  that  recently  CMEA  under  the 
Soviet  leadership  is  trying  harder  than  ever  to  implement  the  strategy  that 
European  CMEA  member  countries  should  give  more  economic  assistance  to 
the  three  non-European  CMEA  countries,  two  of  which  are  Asian  countries.2 
In  a  way  we  may  be  observing  the  centre  of  gravity  of  the  Socialist  Common- 
wealth shifting  a  bit  eastward. 

The  next  point  to  be  made  here  is  that  Gorbachev's  Russia  has  become 
more  reserved  towards  the  Third  World  countries,  especially  those  of  Socialist- 
orientation.  This  tendency  had  already  been  observed  since  the  accession  to 
power  of  Andropov,  who  put  forward  the  principle  that  "the  USSR  helps 
countries  which  help  themselves."  Obviously  Gorbachev  has  taken  this  princi- 
ple even  further.  In  his  inaugural  speech  he  said  that  the  Soviet  Union  has  a 
deep  sympathy  for  countries  suffering  from  colonialism  or  neo-colonialism.3 
But  as  a  matter  of  course,  for  the  Third  World  countries  material  help  goes 
further  than  sympathy,  however  profound  it  may  be.  And  this  Soviet 
assistance,  as  mentioned  in  the  political  report  to  the  27th  Party  Congress  and 
the  new  Party  Programme,  is  to  extend  the  ability  of  the  USSR.  What  is  also 
interesting  is  that  the  first  priority  of  assistance  is  not  to  be  in  the  defence  area 
but  socio-economic  development.4  It  may  be  fair  to  say  that  this  new  policy  is 
mainly  directed  at  Africa  and  the  Middle  East,  as  quite  a  few  countries  of  these 
parts  of  the  world  are  regarded  as  Socialist-oriented.  However,  this  policy  has 
little  bearing  on  the  Kremlin's  attitude  towards  Asia,  where  very  few  are 
thought  to  be  as  Socialist-oriented. 

The  fourth  point  at  issue  here  is  the  changing  concept  of  "peaceful  co- 
existence." Recently  the  utility  of  "exporting  revolution"  has  been  more 
strongly  rejected,  with  genuine  co-operation  with  Capitalism  having  received 
significant  emphasis.  Primakov,  the  influencial  Soviet  ideologist,  said: 

This  (peaceful  co-existence)  includes  not  only  the  rejection  of  war  as  a  means  to  solve  disputes 
between  these  camps,  but  also  includes  constructive  co-operation  between  them  in  various 
fields.  Therefore  the  point  is  not  only  the  exclusion  of  war  from  human  society,  but  also  the 


lPravda,  12th  March  1985. 

2Pravda  (editorial),  16th  October  1986. 

3Pravda,  12th  March  1985. 

''The  political  report;  Pravda,  26th  February  1986.  The  Party  Programme;  Kommunist,  No.  4 
(March  1986),  p.  142. 
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rejection  of  reckless  and  power-oriented  forms  of  conduct  in  politics.  Instead  we  should  have 
modesty  and  prudence  in  countries'  behaviour  in  the  international  arena.5 

We  are  also  witnessing  other  interesting  shades  of  change  in  the  USSR's  ex- 
ternal policy.  The  point  I  have  in  mind  is  that  the  traditional  predominant  ele- 
ment, the  military  factor,  is  loosing  ground  in  the  area  of  Soviet  foreign 
policy.  As  is  well  known,  strategic  military  parity  between  WP  and  NATO  has 
long  been  regarded  as  a  guarantee  for  international  security.6  Even  in  October 
1985,  the  draft  version  of  the  new  Party  Programme  reaffirmed  the  parity  as  a 
"important  guarantee";7  in  the  final  version  of  the  Programme,  however,  the 
term  "guarantee"  has  been  replaced  by  a  "factor."8  This  would  mean  that 
now  the  Kremlin  has  reduced  the  military  aspect  to  merely  one  of  several  fac- 
tors for  the  maintenance  of  international  peace. 

The  final  point  to  be  made  is  that  a  significant  reassessment  has  been 
taking  place  concerning  the  analysis  of  the  viability  of  contemporary  im- 
perialism. Gorbachev's  leadership  is  putting  more  emphasis  on  the  viability  of 
imperialism,  denying  the  concept  of  the  "absolute  stagnation  of  im- 
perialism."9 They  are  taking  the  view  that  the  "co-relation  of  power"  has  not 
as  yet  been  favourable  enough  to  their  side  to  be  able  to  launch  the  final  attack 
against  imperialism.  As  for  the  USA  the  Kremlin  still  viewed  it  as  the  major 
centre  of  imperialism.  But  recently  they  added  to  it  two  more  centres  of  im- 
perialism, Japan  and  Western  Europe.  They  are  thinking  that  contradictions 
among  these  three  centres  will  be  intensified  in  the  future.10  Furthermore  they 
are  anticipating  the  emergence  of  other  centres.  Yakovlev,  candidate  member 
of  the  Politburo  and  secretary  of  the  Central  Committee,  mentioned  in  his  re- 
cent article  that  Austria,  Canada,  Mexico,  Brazil  plus  others  will  in  the  future 
have  potential  to  be  added  to  the  list  of  imperialistic  centres.11  Quite  in- 
terestingly most  of  them  lie  in  the  Pacific  region.  It  is  perhaps  not  by  accident 
that  the  recent  Soviet  diplomatic  activities  are  focused  upon  these  countries, 
some  of  which  Gorbachev  has  been  rumoured  to  visit  in  the  not  distant  future. 


3E.  Primakov,  "Leninskii  analiz  imperializma  i  sovremennost,"  Kommunist,  No  9  (June 
1986),  p.  112. 

6For  example,  Brezhnev's  political  report  to  the  26th  Party  congress;  Pravda,  24th  February 
1981. 

1  Izvestiya,  24th  October  1985. 
^Kommunist,  No.  4  (March  1986),  p.  104 

*The  political  report  to  the  27th  Party  Congress;  Kommunist,  No.  4  (March  1986),  p.  13. 
10The  Party  Programme;  Kommunist,  No.  4  (March  1986),  p.  108. 

"A.  Yakovlev,  "Mezhimperialisticheskie  protivorechiya  --  sovremennyi  kontekst  "  Kom- 
munist, No.  17  (November  1986),  pp.  8-9. 
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These  above-mentioned  points  can  be  boiled  down  into  the  following:  (a) 
the  Soviet  Union  is  carrying  out  a  more  flexible  policy  towards  the  outside 
world;  (b)  it  is  now  trying  to  strengthen  its  power  base  in  the  Socialist  Com- 
monwealth; (c)  the  Soviet  Union  is  becoming  rather  cautious  in  influencing  the 
outside  world  from  the  viewpoint  of  class  struggle;  (d)  it  is  biding  its  time  in 
the  face  of  its  own  economic  slowdown  and  ever  growing  Capitalism;  (e)  it  is 
carrying  out  more  diversified  diplomatic  activities.  Bearing  these  new  trends  in 
mind,  let  us  turn  to  the  recent  Soviet  policy  in  Asia. 

ASIAN  INITIATIVES  IN  SOVIET  FOREIGN  POLICY 

Since  Gorbachev's  accession  to  power  the  Soviet  Union  has  been  extending 
its  policy  in  two  directions,  namely  towards  European  and  Asia.  Although  the 
year  1985  saw  the  USSR's  European  policy  become  very  dynamic,  the  year 
1986  can  be  described  as  the  start  of  its  new  positive  policy  towards  Asia.  The 
Kremlin  has  6  East  European  countries  and  3  Asian  countries  (Mongolia,  Viet- 
nam and  Laos)  as  members  of  the  Socialist  Commonwealth,  which  are  loyal  to 
Moscow  and  are  bound  by  Socialist  Internationalism.  In  this  sense  Asia  is  not 
only  the  eastern  end  of  the  USSR,  but  also  the  eastern  perimeter  of  the 
Socialist  camp.  Before  Gorbachev,  the  Soviet  Union  used  to  send:  (a)  its  am- 
bassadors with  candidate  status  in  the  Central  Committee  to  Mongolia,  Viet- 
nam (Asian  members  of  CMEA)  and  North  Korea,  a  Socialist  country  border- 
ing to  the  USSR;  and  (b)  its  ambassadors  with  membership  in  the  Central 
Committee  to  Laos  and  Cambodia.  But  in  1986,  the  Soviet  Ambassador  in 
Hanoi  was  promoted  to  the  post  of  deputy  foreign  minister,  and  the  newly  ac- 
credited ambassador  replacing  him  is  the  former  first  secretary  in  the  Kam- 
r  chatha  region  with  full  Central  Committee  membership.12  Also  the  newly- 
appointed  Soviet  Ambassador  to  China  is  a  candidate  to  the  Central  Commit- 
tee, while  his  predecessor  is  a  non-member  of  this  important  party  apparatus. 
Also  in  this  connection  mention  must  be  made  of  the  following  points:  (a) 
recently  Soviet  ambassadors  to  Asia  are  more  often  being  recruited  from 
among  experts  in  this  particular  region  (for  example,  Japan,  China,  Laos,  and 
others);  and  (b)  the  large  scale  reorganisation  in  1986  of  the  Asian  division  of 
the  USSR  Foreign  Ministry.  All  in  all  it  may  be  fair  to  say  that  the  USSR  is 
preparing  for  a  more  active  diplomatic  strategy  towards  Asia. 


NEW  SOVIET  POLICY  TOWARDS  ASIA 

On  23th  April  1986  the  Soviet  Government  issued  a  statement  on  co- 
operation in  Asia,  which  is  not  a  tactical  response  but  a  sort  of  declaration  that 


2Novoe  vremya,  No.  32,  8th  and  24th  August  1986. 
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the  USSR  is  considering  a  new  positive  policy  towards  Asia.13  Then  came  Gor- 
bachev's speech  of  late  July  in  Vladivostok. 14  The  nub  of  this  speech  is  his  pro- 
posal to  include  the  Asia-Pacific  region  in  the  comprehensive  system  of  inter- 
national security,  which  the  Kremlin  has  been  propagating  loudly  since  the 
latest  Party  Congress.  An  important  point  to  be  made  here  is  that  while  the 
USSR  is  calling  for  new  state-to-state  relationships  in  Asia  (further  rapproche- 
ment with  China  and  Japan),  they  are  actually  intensifying  their  campaign 
against  the  deepening  alliances  in  the  Washington-Tokyo-Seoul  triangle.  The 
Soviet  propaganda  machine  swung  into  action  against  this  "dangerous 
triangle,"  the  "building  up  of  an  Eastern  NATO,"  and  "an  attempt  to  turn 
ASEAN  into  a  military  bloc,"  and  is  now  in  full  swing. 

We  can  see  two  motives  behind  these  new  Soviet  policies  in  Asia.  The  first 
one  is  the  Soviet  policy  towards  Capitalist  Asia,  and  the  second  is  the  Soviet 
policy  towards  Socialist  Asia.  Let  us  begin  with  the  first.  Recently,  the  Soviet 
Union  has  recognised  that  the  Asian  direction  will  be  more  and  more  impor- 
tant in  the  future,  especially  in  the  economic  field.  If  the  Soviet  Union  is  left 
isolated  like  an  odd  man  out  from  this  region  of  great  importance,  its  preten- 
tion as  a  world  superpower  would  be  less  persuasive.  In  order  to  prevent  this 
from  happening,  the  Soviet  Union  has  to  secure  its  standing  as  an  Asian 
power.  In  this  case,  criticism  as  an  outsider,  a  traditional  way  of  Soviet 
behaviour,  is  of  course  not  an  optimal  way  of  approaching  this  problem.  In- 
stead a  more  flexible  approach  is  needed.  The  flexibility  of  recent  Soviet 
policies  towards  Japan  and  ASEAN,  I  think,  serve  as  good  examples  of  this 
new  Soviet  approach.  The  Soviet  objective  here  is  firstly  to  present  Asian 
Capitalist  countries  from  establishing  a  sort  of  common  front  against  the 
Soviet  Union,  and  then  to  create  an  atmosphere  favourable  to  a  somewhat  ge- 
nuine co-operation  with  Capitalism  in  Asia. 

The  second  motive  is  to  organise  Asian  Socialist  countries.  Today  the 
Kremlin  has  five  pro-Soviet  allies  in  Asia;  Mongolia,  North  Korea,  Vietnam, 
Laos,  and  Cambodia.  For  historical  and  geo-political  reasons  the  Soviet  Union 
has  so  far  left  these  countries  less  organised  than  those  in  Eastern  Europe.  In 
Asia,  the  influence  of  Marxism-Leninism  has  been  a  great  deal  less  influencial 
than  in  Europe,  and  although  the  Soviet  Union  has  common  borders  with  only 
Mongolia  and  North  Korea,  it  is  separated  by  a  huge  space  from  the  three  In- 
dochinese  countries.  What  is  more  important,  Mongolia,  North  Korea,  and 
the  three  Indochinese  allies  are  geographically  separated  from  each  other, 
which  is  not  the  case  with  Eastern  Europe.  Nevertheless,  the  present  situation 

"Pravda,  24th  April  1986.  Among  the  APN  10  big  news  in  1986  selected  by  Efimov,  the 
former  chief  correspondent  of  this  agency  in  Tokyo,  this  statement  occupies  4th  place;  Tokyo 
Shimbun,  12th  December  1986.  * 

t  l*PrZd\29lh,^y  1986-  °"  the  above-™««tioned  list,  this  speech  occupies  the  5th  place; 
Tokyo  Shimbun,  12th  December  1986. 
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in  Asia  and  the  new  Sovici  approach  towards  Asia  have  been  urging  the 
Kremlin  to  strengthen  its  ties  with  its  Asian  Socialist  allies,  and  then  to 
establish  some  form  of  regimentation  among  them.  Here  some  historical 
knowledge  suggests  to  us  that  the  USSR  always  tries  to  tighten  the  reins  in 
Eastern  Europe  before  launching  a  flexible  policy  towards  Western  Europe,  so 
that  this  policy  might  not  incur  disorder  in  Eastern  Europe.  This  lesson  is 
useful  in  understanding  the  recent  Soviet  efforts  to  strengthen  its  ties  with  the 
Asian  Socialist  allies,  especially  when  the  USSR  is  taking  a  flexible  stance 
towards  Japan  and  China,  once  ideological  arch-enemies  of  the  Soviet  Bloc. 
The  Kremlin  is  now  vigorously  trying  to  forge  an  Asian  Socialist  front;  in  my 
eyes  this  is  an  attempt  to  create  another  triangle  composed  of:  (a)  the  Soviet 
Far-East  plus  North  Korea;  (b)  Mongolia  plus  Central  Siberia;  and  (c)  Indo- 
china. The  Soviet  mass,  media  is  playing  up  the  importance  of  various  peace 
initiatives  for  Asian  security  proposed  mainly  by  the  respective  three  corners 
of  its  five  allies;  Mongolia's  proposals  for  a  convention  on  the  non-use  of 
force  in  Asia,  North  Korea's  initiatives  directed  at  peace  in  the  Korean  Penin- 
sula, Indochinese  proposals  concerning  Southeast  Asia.  These  initiatives  could 
constitute  a  sort  of  common  platform  for  the  Asian  Socialist  countries  only  if 
they  can  find  a  suitable  forum. 

In  this  connection  some  very  important  moves  towards  regimentation  have 
been  witnessed  in  Ulan  Bator.  The  first  move  is  the  unprecedented  convention 
of  the  Asian  Socialist  countries'  parliamentary  delegates  in  March  1986; 
delegates  from  the  USSR,  Mongolia,  North  Korea,  Vietnam,  Laos  and  Cam- 
bodia (Hen  Samrin  Government)  attended.15  Seven  months  later  Ulan  Bator 
announced  that  Mongolia  would  host  the  first  conference  of  Asian  Com- 
munist and  labour  parties  in  her  capital  in  the  Summer  of  1987. 16  Some  WP 
countries  have  already  endorsed  this  proposal.17  Judging  from  information  so 
far  obtained,  about  20  parties  are  supposed  to  attend  the  conference,  and  as  a 
matter  of  course  its  major  participants  will  be  the  Soviet  Union  and  its  five 
Asian  Socialist  allies.  Although  North  Korea  has  not  yet  made  public  on  their 
attitude,  they  are  very  likely  to  attend  the  conference.  As  far  as  the  Chinese 
and  Japanese  Communist  parties  are  concerned,  they  are  unlikely  to  attend  the 

URude  Pravo,  27th  March  1986. 

16The  idea  itself  was  raised  in  the  political  report  to  the  18th  Mongolian  Party  Congress;  Prav- 
da, 27th  May  1981 .  And  5  years  later,  at  the  time  of  the  19th  Party  Congress  in  Ulan  Bator,  it  was 
said  that  a  preparatory  meeting  was  held,  and  then  the  same  kind  of  meeting  was  again  held  in 
Moscow  on  8-11  October  when  the  international  congress  of  "Rabochii  class  i  sovremennost" 
took  place.  Pravda,  26th  October  1986,  for  the  first  time  mentioned  the  plan  of  this  conference. 
Batmunch  himself  wrote  about  it  in  his  article  contributed  to:  Kommunist,  No.  17  (November 
1986),  p.  93.  Aliev  supported  the  plan  in  the  Laotian  capital  in  his  speech  at  the  4th  Laotian  Party 
Congress  on  14th  November  1986;  Pravda,  15th  November  1986. 

17Czechslovak  Foreign  Minister  Chnoupek  endorsed  the  idea  of  having  such  a  conference, 
when  he  visited  Mongolia;  Rude  Pravo,  22th  December  1986. 
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conference.  Nevertheless,  the  significance  of  the  conference  is  all  the  greater, 
because  neither  the  world-wide  nor,  European  conferences  of  this  sort  will  be 
forthcoming  in  the  future,  despite  their  desirability.18  The  plan  itself  is  an  elo- 
quent evidence  of  Soviet  efforts  to  better  organise  the  ruling  Communist  par- 
ties in  this  area.  The  Soviet  Union  perhaps  would  like  firstly  to  have  a  platform 
from  which  it  can  take  foreign  policy  initiatives  not  just  of  its  own,  but  of  the 
Asian  division  of  the  Socialist  Commonwealth,  and  secondly,  to  enlist  all 
"peace  loving  forces"  in  Asia  through  the  good  offices  local  non-ruling  Com- 
munist labour  parties  in  the  struggle  against  a  "nuclear  threat  from  beyond  the 
ocean." 

In  forging  an  Asian  Socialist  common  front,  the  focal  point  is  not  to  incur 
an  antagonistic  reaction  from  China  to  this  move.  It  is  probable  that  Peking 
would  regard  this  sort  of  regimentation  of  the  Asian  Socialist  camp  as  an  at- 
tempt to  create  a  cordon  sanitaire  against  it.  Therefore  the  first  thing  for  the 
Kremlin  to  do  is  to  neutralise  China  through  some  substantial  concessions. 
This  task  is  thought  to  have  already  started  with  Gorbachev's  Vladivostok 
speech. 


THE  SOVIET  POLICY  IN  SOUTHEAST  ASIA 
ASEAN 

The  goals  of  Soviet  policy  towards  ASEAN  are:  firstly,  to  prevent  ASEAN 
from  being  transformed  into  an  anti-Soviet,  anti- Vietnamese,  politically 
coherent  bloc  having  close  ties  with  the  USA,  China  and  Japan;  secondly,  to 
secure  sea  routes  in  the  region  (especially,  the  Strait  of  Malacca)  for  Soviet 
fleets  from  the  Indian  Ocean  to  the  South  China  Sea,  and  if  possible  to  obtain 
harbour  facilities  in  some  ASEAN  countries.  These  goals,  however,  have  been 
rather  hard  to  attain,  mainly  because  of  the  ever  strengthening  USSR- 
Vietnamese  military  alliance  and  the  Cambodian  problem  having  much  alerted 
ASEAN  against  Soviet  expansionism,  as  a  result  of  which  US  and  Chinese  in- 
fluences have  somehow  begun  penetrating  the  member-countries.  The  Soviets 
have  another  difficulty,  that  is  their  economic  slowdown.  Because  of  this, 
economic  aide  as  a  means  of  political  influence  is  hardly  available  to  the 
Kremlin.  Thus,  it  might  be  fair  to  say  that  the  USSR  was  not  long  in  a  good 
position  to  set  out  an  active  policy  towards  ASEAN. 

However,  since  Gorbachev's  coming  to  power,  the  USSR's  policy  in 
ASEAN  has  become  somewhat  more  activised  and  dynamic.  In  October,  1985 

18According  to  BiPak,  the  chief  Party  ideologist  of  Czechoslovakia,  Gorbachev  said  at  the  re- 
cent CMEA  Summit  meeting  in  Moscow  that,  although  17  Parties  were  calling  for  holding  a 
world-wide  conference  of  Communist  and  Labour  Parties,  he  thought  it  better  for  them  to  abide 
their  time,  Rude  Pravo,  6th  December  1986. 
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Ryabov,  the  then  deputy  Prime  Minister,  paid  visits  to  Indonesia  and 
Malaysia,  countries  which  the  Kremlin  has  traditionally  wooed.  Ryabov  made 
efforts  to  strengthen  its  ties  with  them  mainly  through  economic  channels.19 
About  the  same  time  the  USSR  parliamentary  delegation  headed  by  Salimov, 
vice  chairman  of  the  Presidium  of  the  USSR  Supreme  Soviet  visited  Thailand! 
a  new  target  in  Gorbachevian  policy  in  Asia.20  Salimov  in  May  1986  again 
visited  Southeast  Asia;  this  time  Jakarta,  Singapore,  Kuala  Lumpur  and 
Bangkok,  where  he  tried  to  explain  the  Soviet  Government's  statement  of  23th 
April  1986  on  co-operation  in  the  Asia-Pacific  region.21  In  the  Summer  of 
1986,  as  already  mentioned,  the  USSR  Foreign  Ministry  reorganised  its  Asian 
division,  with  a  Southeast  Asian  section  only  to  deal  with  ASEAN  being  newly 
established.  Gorbachev  himself  made  a  famous  speech  in  Vladivostok  and 
made  it  clear  that  these  new  moves  were  based  on  a  new  principled  policy  in 
Asia.  After  expressing  his  hope  for  the  widening  of  USSR  relations  with  the  6 
member-countries  of  ASEAN,  the  General  Secretary  said  that  "We  are 
witnessing  countries'  efforts  to  solve  practically  economic  problems  and  also 
their  efforts  to  solve  by  some  means  or  other  conflict-ridden  situations.  There 
are  not  a  few  positive  elements  in  ASEAN's  activities  and  in  bilateral  relations 
(with  the  USSR).22 

An  interesting  follow-up  move  is  seen  in  the  Soviet  mass  media.  In  Novoe 
vremya,  Stolyarov,  IMEMO's  expert  on  Asia,  expressed  his  opinion  that 
Soviet  participation  in  the  economy  of  the  Pacific  region  can  be  a  blessing  for 
ASEAN  countries,  which  have  been  suffering  both  from  US  trade  protec- 
tionism and  from  deficits  in  their  trade  with  Japan.  He  also  announced  the 
USSR's  readiness  to  accept  ASEAN  government  personnel  and  students  at 
Soviet  universities.23  In  trade,  the  USSR  has  been  increasing  its  commercial 
transactions  with  Indonesia.  But  more  interesting  is  their  approach  to 
Bangkok,  the  most  important  and  influencial  country  in  deciding  ASEAN 
policy  vis-a-vis  the  Cambodian  problem.  The  Soviet  Government  is  purchasing 
a  large  amount  of  rice  from  Thailand,  infuriated  at  the  export  of  heavily  sub- 
sidized American  rice.  Naturally  this  sort  of  approach  would  be  more  effective 
than  a  simple  increase  in  bilateral  trade  at  large.  But  will  this  economic  offen- 
sive towards  Bangkok  bring  forth  any  political  benefits,  especially  in  the  pre- 
sent circumstance  where  no  practical  solution  of  the  Cambodian  problem  is  yet 
in  the  offing?  This  question  remains  to  be  answered  in  the  future.  In  this  con- 
nection we  also  have  to  take  note  of  the  fact  that  Peking  is  counteracting  the 

i9Izvestiya,  30th  October  1985,  31st  October  1985,  2nd  November  1985,  7th  November  1985. 
20Izvestiya,  27th  October  1985,  30th  October  1985. 

2lIzvestiya,  29th  May  1986,  31st  May  1986,2nd  June  1986,  4th  June  1986,  6th  June  1986,  7th 
June  1986,  10th  June  1986. 
22Pravda,  29th  July  1986. 
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Soviet  trade  offensive,  as  was  clearly  shown  by  a  trip  by  Teng  Chi  Wuen, 
Chinese  deputy  Prime  Minister,  to  ASEAN  countries.  We  cannot  help  but  see 
the  political  motive  behind  his  efforts,  namely  to  check  the  expansion  of  Soviet 
influence  and  to  strengthen  economic  relations  with  ASEAN  countries,  in- 
cluding even  Malaysia,  the  most  unfriendly  country  to  China.24 

Finally,  mention  must  be  made  of  recent  Soviet  efforts  to  strengthen  and 
develop  sea  transportation  links  between  the  WP  countries  (excluding 
Romania),  Southeast  Asia  (Indochinese  countries)  and  the  Far  East  (North 
Korea  acid  the  Soviet  Far  East).25  This  move  perhaps  is  aimed  at  building  a 
closer  link  between  the  European  Socialist  bloc  and  their  Asian  Socialist  allies, 
namely  the  connection  of  the  western  end  and  the  eastern  end  of  the  Socialist 
Commonwealth  by  sea.  In  this  chart,  one  of  the  bottle  necks  is  surely  in  the 
ASEAN  region,  which  lies  between  the  Indian  Ocean,  Cam  Ranh  Bay,  and 
North  Korea  plus  the  Soviet  Far  East.  In  this  context,  the  most  revealing 
aspect  about  the  Soviet  main  aims  in  ASEAN  is  best  illustrated  by  Stolyarov's 
remark  that  "it  is  of  significance  for  all  the  Pacific  countries  to  conduct  multi- 
national research  for  increasing  the  passage  capability  of  the  Strait  of  Malacca 
and  Makassar  Strait,  and  also  for  expanding  harbour  facilities  in  these  areas  of 
international  importance."26 


Indochina 

Firstly,  Laos  is  a  special  country  for  the  Soviet  Union.  The  Kremlin  has 
considered  Laos  within  the  Socialist  Commonwealth,  although  Laos  is  not  yet 
a  full  member-country  of  CMEA  nor  is  the  Soviet  Ambassador  to  Vientian 
a  Central  Committee  member.  But  the  Soviet-Laotian  relations  are  always 
regulated  by  Socialist  Internationalism,  a  principle  only  referring  to  relations 
within  the  Socialist  Commonwealth,  and  bilateral  economic  relations  are  bas- 
ed upon  plan-co-ordination  between  the  two  countries,  which  shows  the  deep 
integration  of  the  Laotian  economy  into  the  Soviet  economy.  Today  Laos, 
together  with  Mongolia,  seems  to  be  conducting  her  diplomatic  activities  in  a 
frantic  manner;  that  is  of  no  doubt  in  compliance  with  the  Kremlin.  Among 
them  are  Vientian's  rapprochement  with  the  USA  and  Thailand.  Since  the  new 
Soviet  Ambassador  is  an  expert  on  this  region,27  as  mentioned  before,  he  is 
probably  expected  to  intensify  bilateral  relations  and  to  further  Soviet  policy 
in  the  region  by  the  proxy  of  Laos.  As  a  final  point,  mention  must  be  made  of 

uAsahi  Shimbun,  19th  October  1986. 

25Rude  Pravo,  10th  December  1986. 

^Novoe  vremya,  No.  31,  1st  and  5th  August  1986. 

21Novoe  vremya,  No.  49,  5th  and  31st  December  1986. 
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the  fact  that  the  Soviet  Government  has  praised  Laos  as  a  model  to  the  coun- 
tries of  Socialist  orientation  for  her  gradual  building  of  Socialism.28 

As  for  Cambodia,  Soviet  policy  towards  her  is  quite  different  from  that  in 
Laos.  Cambodia  is  not  regarded  by  the  Kremlin  as  a  member  of  the  Socialist 
Commonwealth.  Apparently  Vietnam  is  more  influential  than  the  Soviet 
Union.  But  recently  the  Kremlin  seems  to  be  urging  the  Heng  Samrin  Govern- 
ment to  be  present  at  various  meetings  and  conferences  among  the  Socialist 
Camp.  For  instance,  the  Cambodian  delegation  was  present  at  the  13th  con- 
ferences of  Socialist  countries'  cultural  ministers  in  October  1986  irHWarsaw. 
There,  Zakharov,  Soviet  minister,  welcomed  in  his  speech  Cambodia  as  a  new- 
comer from  "young  countries."29 

Vietnam  recently  raised  its  own  status  in  the  Socialist  Commonwealth,  as  is 
clearly  shown  by  the  appointment  of  a  full  Central  Committee  member  to  the 
ambassadorial  post  in  Hanoi  and  also  by  the  very  high-ranking  Soviet  delega- 
tion, led  by  Ligachev,  No.  2  in  the  Kremlin,  to  the  6th  Party  Congress  in 
Hanoi.  At  this  congress,  it  was  made  clear  that  Soviet  economic  assistance 
would  be  doubled  in  the  ,4th  5-year  plan,  perhaps  on  condition  that  Hanoi 
must  use  the  aide  more  effectively.30  Concerning  the  Cambodian  problem  the 
Soviet  side  declared  that  it  has  nothing  to  do  with  this  problem,  stating  instead 
that  the  solution  fully  depends  upon  Chinese- Vietnamese  relations.  This 
makes  us  think  that  the  solution  of  the  problem  will  still  be  in  the  mist.  Finally, 
judging  from  the  Party  Congress,  where  that  famous  term  of  "territorial 
strategic  alliance"  of  the  three  Indochinese  countries  was  not  mentioned  at  all, 
we  may  speculate  that  now  Vietnam  has  dropped  its  much  cherished  idea  of  an 
Indochinese  Federation.  Of  course,  this  is  yet  to  be  seen. 


CONCLUDING  THOUGHTS 

There  is  no  denying  that  the  Soviet  Union  under  its  new  leadership  is  inten- 
sifying its  efforts  in  Asia,  and  that  the  Asian  direction  has  been  given  one  of 
the  highest  priorities  in  the  conduct  of  recent  Soviet  external  policy.  This  new 
emphasis  on  Asia  was  probably  brought  about  by  new  concepts  and  new  ways 
of  thinking  in  the  making  of  Soviet  foreign  policy. 

Prior  to  the  launching  of  its  new  dynamic  policy  in  Asia,  Gorbachev's  team 
in  the  Kremlin  did  some  reorganisational  work  in  the  Foreign  Ministry  an  in- 
augurated some  significant  personnel  changes  in  ambassadorial  posts. 


2BPravda  (editorial),  25th  November  1986. 
29Izvestiya,  11th  October  1986. 
30Pravda,  18th  December  1986. 


GORBACHEV'S  NEW  POLICY 


429 


We  can  see  two  motives  behind  the  recent  increase  in  Soviet  activised  policy 
towards  Asia.  The  first  motive  is  illustrated  by  the  Soviet  Government's  state- 
ment in  April  1986,  which  is  a  clear  sign  of  its  desire  not  to  be  left  isolated  in 
Asia,  a  region  full  of  promise  in  the  future.  The  second  motive  is  to  organise 
its  Asian  Socialist  allies.  The  Kremlin  would  probably  like  to  establish  a 
political  groundwork  for  carrying  out  a  common  and  united  foreign  policy 
among  these  countries.  This  may  be  comparable  to  the  political  (not  military) 
function  which  the  Warsaw  Pact  performs  in  the  European  direction.  In  this 
context,  what  is  going  to  happen  in  the  Mongolian  capital  in  the  coming  sum- 
mer is  at  least  worth  paying  our  due  attention. 

Since  Gorbachev's  accession  to  power,  the  Kremlin  policy  in  ASEAN  has 
become  more  positive.  The  Soviet  Government  is  trying  to  strengthen  its  ties 
with  ASEAN,  mainly  in  the  economic  and  cultural  fields.  Now  that  the  USSR 
is  making  efforts  to  develop  the  sea  transportation  links  between  its  European 
Socialist  bloc  and  its  Asian  Socialist  allies,  the  geographic  standing  of 
ASEAN,  lying  between  the  Indian  Ocean  and  South  China  Sea,  may  loom 
large  for  the  Kremlin.  One  of  the  main  objectives  of  Soviet  policy  there  is  to 
secure  the  passage  of  Soviet  fleets  in  the  region,  and  if  possible  to  gain  some 
harbour  facilities. 

Gorbachev's  policy  in  Indochina  is  to  further  the  process  of  building 
Socialism  there.  But  to  build  a  politically  stable,  economically  viable  and  yet 
ideologically  loyal  Indochina  is  a  most  difficult  thing  to  achieve.  Anyway,  the 
first  step  forward  should,  no  doubt,  start  with  the  solution  of  the  Cambodian 
problem. 


ASEAN  from  Regional  Perspectives 

Susumu  YAMAKAGE 


INTRODUCTION 

Today  no  serious  survey  of  global  international  relations  can  ignore 
ASEAN.  It  is  not  merely  a  regional  forum  consisting  of  six  poor  and  weak 
Third- World  countries,  but  a  solid  entity  that  draws  the  attention  of  the  super- 
powers and  which  exercises  influence  in  international  political  fora  such  as  the 
United  Nations.  ASEAN  deserves  to  be  analysed  in  a  global  perspective. 

Moreover,  among  a  large  number  of  institutional  attempts  at  institu- 
tionalised regional  economic  co-operation  in  the  Third  World  during  the  past 
three  decades  or  so,  ASEAN  is  regarded  as  one  of  the  few  successful  cases.  It 
deserves  to  be  studied  from  a  comparative  perspective,  too. 

As  ASEAN's  "status"  goes  up  in  the  real  world,  so  does  it  in  the  academic 
world.  Scholarly  attention  to  ASEAN  is  higher  than  ever.  When  it  sailed 
toward  a  turbulent  ocean  two  decades  ago,  only  a  few  of  Southeast  Asia's 
specialists  mentioned  it,  and  the  vast  majority  of  them  ignored  it,  or  at  best 
viewed  it  with  deep  scepticism.  Today,  a  large  number  of  students  of  different 
disciplines  discuss  various  aspects  of  ASEAN.  In  fact,  ASEAN  not  only 
deserves  to  be,  but  actually  is  being  studied  from  various  perspectives. 

If  the  academic  literature  on  ASEAN  is  surveyed,  however,  it  would  be 
noticed  sooner  or  later  that  in  some  parts  ASEAN  means  a  collection  of  its 
member  countries,  i.e.,  the  "ASEAN  Six"  or  some  of  them,  or  while  it  is 
"black-boxed,"  or  treated  as  if  it  was  an  unified  autonomous  actor  in  some 
others.  Such  treatments  of  ASEAN  are  not  appropriate  when  its  regional  im- 
plications are  to  be  discussed.  The  nature  of  ASEAN  and  its  assessment  from  a 
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regional  perspective  requires  the  analysis  of:  (1)  inter-governmental  politics 
concerning  ASEAN;  and  (2)  the  organisation  itself. 

This  short  essay  attempts  to  deal  mainly  with  the  nature  of  ASEAN  in 
terms  of  inter-governmental  and  trans-governmental  relations  among  its 
member-countries  in  order  to  provide  a  better  understanding  of  ASEAN  and  a 
more  realistic  evaluation  of  ASEAN  from  a  regional  perspective. 


CONTENDING  IMAGES  OF  ASEAN'S  NATURE 

While  no  world  war  has  been  waged  for  more  than  four  decades,  we  have 
witnessed  a  long  list  of  regional  and  civil  wars  and  other  types  of  conflict  in 
various  parts  of  the  world.  The  political  sphere  in  Southeast  Asia  is  no  excep- 
tion: violent  and  large-scale  conflicts  frequently  take  place  between  states,  be- 
tween governments  both  claiming  to  represent  the  same  state,  between  govern- 
ments and  secessionist  organisations,  between  the  government  and  common 
people  organised  or  not,  between  mutually  antagonistic  groups  of  common 
people,  etc. 

Those  countries  suffering  from  such  types  of  conflict  face  the  problem  of 
national  disintegration.  Importantly,  not  only  governments  but  also  other 
organisations  or  groups  want  the  formation  of  a  nation-state  it  wanted.  The  on- 
ly, but  surely  crucial,  difference  is  whether  to  recognise  and  accept  the  present 
framework  of  the  state,  or  to  seek  for  an  alternative.  The  difference  of  goal- 
images  of  nation-state  makes  difficult,  if  not  impossible,  the  resolution  of  the 
above-mentioned  types  of  political  conflicts. 

For  both  governments  and  peoples  whose  countries  are  under  the  process 
of  national  integration  or  dis-integration,  regional  integration  has  been  re- 
garded as  an  irrelevant  question,  simply  because  they  are  facing  a  question  of 
national  integration.  Various  general  theories  have  been  proposed  in  order  to 
support  such  a  view,  among  which  influential  explanations  seem  as  follows: 

(1)  stage-wise  integration  —  because  national  integration  is  yet  to  be  ac- 
complished, the  principal  actor  of  regional  integration,  i.e.,  the  nation,  has 
not  come  into  being,  implying  that  regional  integration  is  logically  impossible; 

(2)  sovereignty  -  because  the  major  concern  for  the  government  is  with  the 
establishment  of  sovereignty  as  an  independent  state,  it  is  unlikely  for  it  to 
agree  on  any  measures  limiting  sovereignty  such  as  regional  integration;  (3)  na- 
tionalism --  during  the  period  of  national  integration  where  nationalism 
prevails  among  people,  compared  with  alternative  politicalism's  the  idea  of 
regional  integration  does  not  attract  them;  and  (4)  regional  conflict  -  because 
minority  problems,  irredentisms,  and  national-border  disputes  hamper 
regional  relations,  integration  is  out  of  question.  Putting  aside  the  question 
of  which  theory  is  most  plausible,  than  those  who  are  interested  in  political  in- 
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tegration  in  Southeast  Asia  are  pre-occupied  with  national  integration,  while 
ignoring  regional  integration. 

Quite  contrary  to  most  expectations,  however,  ASEAN  has  survived  for  two 
decades,  and  is  widely  accepted  as  one  of  the  most  active  regional  organisa- 
tions in  the  world.  As  if  students  of  international  relations  and  experts  on 
Southeast  Asia  want  to  obscure  the  gap  between  the  survival  of  ASEAN  and 
the  theoretical  unlikelihood  of  regional  integration,  ASEAN  has  been 
characterised  as  anything  but  an  organisation  for  regional  integration.  At  least 
four  characterisations  can  be  identified  in  not  only  Japanese  but  also  inter- 
national literature  on  ASEAN:  (1)  traditional  regional  organisation  -  ASEAN 
is  an  organisation  for  member-governments  to  co-operate,  not  to  integrate;  (2) 
political  alliance  or  entente  ~  the  major  factor  for  ASEAN  countries  to  con- 
solidate exists  outside  the  region,  and  the  organisation  is  held  together  by  such 
extra-regional  problems,  notably  security  threats;  (3)  elite  club  -  ASEAN  is  a 
sort  of  saloon,  or  exclusive  club,  for  elites  having  received  western  education, 
living  in  the  capitol,  controlling  national  politics  and/or  economy,  and  sharing 
little  with  ordinary  people;  and  (4)  apparatus  of  structural  violence  ~  ASEAN 
serves  member-countries'  elite  for  perpetual  exploitation  of  their  fellow- 
citizens  in  the  periphery  or  semi-periphery  of  the  world  system,  and  hence  it 
functions  against  regional  "positive"  peace. 

Those  different  images  of  ASEAN  are  not  mutually  exclusive,  but  are 
associated,  to  a  certain  degree,  with  alternative  paradigms  in  the  study  of  inter- 
national relations.  The  first  two  images  are  quite  consistent  with  the  tradi- 
tionalist or  realist  paradigm  of  inter-state  politics,  whereas  the  other  two  are 
more  or  less  in  accordance  with  the  neo-marxist  or  dependencia  paradigm  of 
international  political  economy. 

Another  paradigm  of  international  relations  studies  is  the  so-called  com- 
munitarian paradigm  which  puts  relative  weight  upon  social  communications 
between  government  and  people  as  well  as  between  governments  themselves 
and  between  peoples.  This  paradigm  has  not  yet  produced  its  own  image  of 
ASEAN.1  In  the  next  section,  ASEAN  will  be  viewed  from  this  under- 
exploited  paradigm,  and  the  nature  of  ASEAN  will  hopefully  be  better 
understood. 


'This  paradigm  resembles  the  traditional  one  with  respect  to  the  major  emphasis  upon  the  pro- 
blem of  peace  and  war  in  international  society,  but  differs  in  the  view  of  international  peace  and 
order.  See  Donald  J.  Puchla,  "Integration  Theory  and  the  Study  of  International  Relations,"  and 
Arend  Lijphart,  "Karl  W.  Deutsch  and  the  New  Paradigm  in  International  Relations,"  in  From 
National  Development  to  Global  Community,  edited  by  Richard  L.  Herritt  and  Bruce  Russett, 
1981. 
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REGIONAL  INTEGRATION  IN  THE  ASEAN  REGION 

Whether  for  good  or  not,  the  ASEAN  organisation  has  been  misunder- 
stood since  its  inception.  The  Bangkok  Declaration  of  1967,  which  clearly 
defined  ASEAN  as  an  organisation  for  economic  and  social  co-operation,  has 
misled  students  of  international  relations  for  years.  Although  it  is  not  easy  to 
judge  whether  foreign  ministers  intended  to  mislead  them  or  not,  the  "found- 
ing fathers"  were  at  least  partly  responsible  for  it  due  to  the  continuous  em- 
phasis on  the  non-political  nature  of  ASEAN.  The  result  was  obvious: 
ASEAN  was  usually  analysed  in  the  framework  of  regional  co-operation  arriv- 
ing toward  socio-economic  integration,  and  was  judged  to  be  ineffective 
especially  throughout  its  first  decade. 

In  order  to  understand  ASEAN,  it  is  imperative  to  assume  that  its  nature 
has  been  political  ever  since  its  inception,  but  not  in  the  sense  often  argued. 
When  the  political  aspect  is  emphasised  in  ASEAN  studies,  a  response  to  the 
Vietnam  War  is  usually  referred  to  as  a  main  cause  of  the  formation  of 
ASEAN.  Unlike  this  conventional  view  of  ASEAN,  however,  the  political 
nature  is  stressed  in  this  essay's  context  with  respect  to  the  relationships  be- 
tween the  ASEAN  countries. 

It  is  undeniable  that  the  crucial  political  element  in  regional  society  is  a 
concern  for  security;  However,  three  aspects  should  be  distinguished:  (1)  extra- 
regional  security  concern  with  threats  from  outside  the  region;  (2)  domestic 
security  concerns  with  intra-national  threats  that  affect  regional  society;  and 
(3)  intra-regional  security  concerns  with  the  preservation  of  peace  between  the 
nations  within  the  region.  While  the  first  aspect  is  usually  stressed  in  terms  of 
ASEAN's  security,  this  essay  argues  that  ASEAN's  political  nature  was  main- 
ly in  terms  of  the  last  aspect.  In  other  words,  ASEAN's  political  nature  should 
be  analysed  from  the  perspective  of  the  regional  relationship. 

It  is  often  said  that  ASEAN  is  the  offspring  of  ASA  and  Maphilindo, 
which  implies  that  it  inherited  preceding  attempts,  somehow  unsuccessful  at- 
tempts, of  regional  integration  in  the  region.  This  lineage  is,  however,  a  myth; 
more  precisely  a  dual  myth  about  ASEAN  on  the  one  hand,  and  about  ASA 
and  Maphilindo  on  the  other. 

Truly,  the  phraseology  appearing  in  the  founding  document  of  both  ASA 
and  Maphilindo  can  be  easily  found  in  the  Bangkok  Declaration.  Thus,  in 
terms  of  the  wording,  ASEAN  is  doubtlessly  based  on  the  document  of  "a 
careful  and  conscious  melding  of  the  purpose  of  ASA  with  much  of  the  style 
and  flavour  of  Maphilindo."2  Thus,  in  appearance,  ASEAN's  original 
organisational  structure  was  substantially  identical  with  ASA's.  Nevertheless, 


2Bernard  K.  Gordon,  Disengagement  in  Asia,  1969,  p.  109. 


434 


THE  INDONESIAN  QUARTERLY,  XV/3 


the  actual  formation  process  of  ASEAN  does  not  support  the  view  that 
ASEAN's  founding  fathers  paid  serious  attention  to  the  take-over  of  ASA's 
more  or  less  technical  objectives  of  regional  co-operation,  or  of  Maphilindo's 
collective  decision  rule  (musyawarah)  in  explicit  form.  Moreover,  this  argu- 
ment does  not  explain  why  the  founding  fathers  did  not  seem  dissatisfied  with 
the  slow  progress  of  an  ASA-type  co-operation  within  the  framework  of 
ASEAN. ' 

Secondly,  ASA  was  established  for  regional  co-operation  in  economic  and 
social  fields,  and  its  objective  was  very  pragmatic.  When  it  was  decided  to  be 
absorbed  by  ASEAN,  there  was  no  substantive  accomplishment  to  be  in- 
herited. As  for  Maphilindo,  it  can  be  hardly  said  that  its  idea  was  proposed  for 
regional  integration,  or  that  its  establishment  was  a  serious  attempt  at  integra- 
tion. Maphilindo  was,  at  best,  a  triple  bed  in  which  the  three  leaders  with 
strong  personalities  dreamed  quite  different,  almost  mutually  contradicting, 
dreams. 

Thus,  it  can  hardly  be  said  that  ASEAN  is  a  successor  of  such  previous  at- 
tempts at  regional  co-operation  such  as  ASA  and  Maphilindo.  Instead,  this 
unique  organisation  is  better  understood  in  terms  of  a  regional  conflict  involv- 
ing most  of  its  prospective  member-states. 

The  ASEAN  community  is  the  offspring  of  the  confrontation  in  insular 
Southeast  Asia  in  the  early  1960s,  as  the  European  Community  is  the  offspring 
of  the  devastating  war  in  continental  Europe  in  the  early  1940s.  Although  it 
was  not  comparable  with  World  War  II  in  either  magnitude  or  intensity, 
Southeast  Asian  confrontation  had  comparable  impacts  upon  the  countries  in- 
volved so  as  to  impress  upon  government  leaders  the  significance  of  regional 
stability  with  regard  to  both  independence  and  development.  The  necessity 
for  regional  peace  and  stability  became  widely  recognised,  and  the  motivation 
to  institutionalise  it  became  shared,  too.  As  is  often  argued,  it  is  irrelevant  to 
compare  ASEAN  with  the  EEC  Within  a  comparative  framework  of  regional 
economic  integration.  However,  the  ASEAN  region  resembles  Western 
Europe,  not  from  the  viewpoint  of  economic  integration  schemes,  but  in  the 
sense  of  deeper  historical  experiences  affecting  the  feeling  of  regional  security 
(Table  1). 

The  rapprochement  was  accelerated  since  the  political  change  in  Indonesia. 
At  the  same  time  and  at  even  a  quicker  pace,  the  shared  need  for  institutionali- 
sation  of  regional  peace  and  stability  became  realised.  Finally,  as  a  result  of  a 
series  of  negotiations,  a  joint  effort  to  realise  a  mutually  acceptable  scheme 
toward  the  institutionalisation  was  crystallised  in  the  form  of  ASEAN.  In 
other  words,  ASEAN  was  a  symbol  of  the  above-mentioned  shared  need, 
rather  than  an  organisation  to  pursue  some  agreed  objective.  Although  the  ex- 
pected utility  of  ASEAN  differed  from  one  government  to  another,  they  in- 
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variably  found  the  association  useful  for  their  own  reasons.  Thus,  ASEAN  can 
be  characterised  as  the  embodiment  of  a  common  basic  agreement  that 
regional  relations  should  be  developed  from  conflict  resolution  to  conflict 
avoidance,  namely  toward  regional  integration  in  a  most  basic  sense,  or 
toward  the  establishment  of  a  "pluralistic  security  community."3 

Table  1 

WESTERN  EUROPE  AND  THE  ASEAN  REGION  IN  COMPARISON 


The  Comparable  Point  The  EEC  Countries  The  ASEAN  Countries 


destructive  intra- 

regional  conflict 

World  War  II  (1939-1945) 

the  Confrontation  (1963-1966) 

Political  Change  in 

Nazi  to  Democratic  Germany 

pro-communist  Soekarno  to  pro- Western 

the  hostile  country 

(1945-1950) 

Soeharto  Indonesia  (1965-1966) 

perception  of  power- 

vis-a-vis  USA  and  USSR 

vis-a-vis  international  environment 

lessness 

in  general 

community-building  as 

Schuman  Plan  (1950)  followed 

the  formation  of  ASEAN  (1967) 

the  eventual  goal 

by  the  formation  of  ECSC  (1951) 

common  external  threat 

USSR 

China;  later  also  Vietnam 

common  defence 

NATO 

no  military  alliance,  but  common 

political  outlook 

"periphery"  of  world 

destroyed  economy,  inferior 

economic  dependence  upon  the 

economy 

to  American  economy 

industrial  world 

need  for  commitment 

need  for  aid  and  investment 

need  for  aid  and  investment  from 

by  "centre" 

from  USA 

the  industrial  world 

common  external 

the  formation  of  OEEC  (1948) 

formal  dialogues  and  fora  with  Japan, 

economic  relations 

Australia,  etc.  (1973-  ) 

economic  interdependence 

increase  in  intra-regional 

increase  in  intra-regional  trade 

trade  in  the  1950s 

(1974-   ),  but  at  a  low  level 

pluralistic  association 

spontaneous  formation  of  trans- 

government-encouraged formation  of  trans- 

national associations  and  com- 

national associations  and  commercial 

mercial  networks  in  the  1950s 

networks  (1971-  ) 

high  political  commitment 

the  Massina  Conference  of 

the  7th  annual  meeting  of  ASEAN 

to  economic  integration 

foreign  ministers  (1955) 

foreign  ministers  (1974) 

institutionalisation  of 

the  Treaty  of  Rome  (1957) 

the  Agreement  on  ASEAN  Preferential 

economic  integration 

Trading  Arrangements  (1977) 

Through  the  establishment  of  ASEAN,  therefore,  the  commitment  toward 
regional  integration  efforts  was  mutually  expressed  by  its  member- 
governments.  This  is  a  necessary  condition  to  achieve  regional  integration,  but 
certainly  not  a  sufficient  one.  As  we  witnessed  soon  after  its  inception, 
ASEAN  experienced  a  crisis  on  Sabah.  Despite  their  repeated  statements  that 
the  dispute  would  not  affect  the  organisation,  contending  governments  en- 
dangered the  newborn  organisation.  The  crisis  in  itself  was  over  in  a  year,  but 

3Karl  W.  Deutsch,  Political  Community  at  the  International  Level,  1954.  Also  see  his  later 
works  such  as  Political  Community  and  the  North  Atlantic  Area  (with  his  associates),  1957,  and 
The  Analysis  of  International  Relations  (2nd  ed.),  1977. 
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the  aftermath  lasted  for  years,  at  least  in  a  covert  way.  This  incident  illustrates 
a  well-known  truism:  how  easy  to  falsify  the  commitment  to  peace,  how  easy 
for  one  government  to  doubt  its  partner's  integrity,  and  how  difficult  to 
restore  mutually  trusting  relationships.  Unlike  promises  to  do  something, 
commitments  to  avoid  something  in  the  future  is  impossible  to  prove.  It  takes 
years,  or  probably  generations,  until  the  commitment  to  conflict  avoidance  is 
regarded  to  be  reliable.  Mutual  trust  accumulates  very  slowly,  if  it  does  at  all. 

No  matter  what  the  ostensible  goals  of  ASEAN,  the  most  significant  role 
of  ASEAN  is  to  symbolise  the  mutual  commitment  to  regional  integration 
even  though  it  is  only  vaguely  spelled  out.  On  the  one  hand,  ASEAN's  basic 
institutional  memory  is  the  unbearable  cost  of  regional  conflict,  and  on  the 
other  hand,  its  basic  goal  is  to  create  and  maintain  good  relations.  In  today's 
international  society  in  which  the  beggar-thy-neighbour  policy  prevails,  the 
survival  of  ASEAN  for  two  decades  suggests  that  the  learning  capability  of 
government  is  not  so  bad  as  often  alleged.  At  least,  the  ASEAN  governments 
have  so  far  provided  such  evidence. 


AN  ASSESSMENT  OF  ASEAN  IN  A  REGIONAL  CONTEXT 

There  are  three  basic  common  understandings  of  ASEAN's  activities:  (1) 
ASEAN  has  performed  most  prominently  in  external  relations,  political  in  its 
first  place  and  economic  to  a  lesser  extent;  (2)  such  external  activities  have 
become  salient  since  the  late  1970s  due  to  common  political  and  economic 
threats  from  outside  the  region;  and  (3)  ASEAN's  ostensible  original  goal,  of 
intra-regional  socio-economic  co-operation  has  yet  to  be  pursued  further  if 
such  activities  are  not  dormant. 

Specifically,  ASEAN's  external  relations  have  been  well  recognised: 
ASEAN's  collective  endeavours  on  the  Cambodian  issue  in  the  international 
arena  since  the  end  of  the  1970s,  and  its  collective  actions  vis-a-vis  the  in- 
dustrialised countries,  notably  the  United  States  and  Japan  especially  since  the 
Second  ASEAN  Summit  Meeting  in  1977  are  noteworthy.  As  for  the  former 
case,  the  ASEAN  governments  energetically  condemned  Vietnam's  violations 
of  unchallengeable  principles  of  international  society,  e.g.,  self-determination, 
territorial  preservation,  or  non-intervention,  so  as  to  gain  the  support  by  the 
majority  of  the  society.  As  for  its  relations  with  industrialised  countries, 
ASEAN  established  the  practice  of  annual  meetings  with  the  foreign  ministers 
of  the  major  industrialised  countries.  Although  both  political  and  economic 
issues  are  discussed  by  the  foreign  ministers,  the  latter's  weight  becomes  in- 
creasingly important.  Involving  various  levels  of  bureaucracy,  ASEAN's 
negotiations  with  the  industrialised  countries  on  economic  issues  are  frequent- 
ly conducted  in  an  ad  hoc  nature  as  well  as  in  a  more  institutionalised  manner. 
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Dialogues  between  private  sectors  have  followed  the  official  forums,  too. 

Although  those  extra-regional  activities  of  ASEAN  seem  to  support  the 
theory  that  ASEAN  is  an  alliance  or  entente  in  its  nature,  it  is  often  pointed 
out  that  there  exist  considerable  degrees  of  differences  in  each  government's 
outlook  on  those  extra-regional  issues.  Threat  perception  toward  Vietnam  is 
far  from  identical  among  the  ASEAN  governments;  economic  interests  in  the 
relationship  with  the  industrial  economies  varies  from  country  to  country. 
Those  aspects  of  intra-regional  differences  on  extra-regional  issues  does  not 
seem  to  explain  ASEAN's  collective  actions.  It  could  be  said  that  opportunity 
costs  of  individual  action  are  higher,  but  even  this  argument  does  not  support 
the  view  that  common  extra-regional  interests  solidified  the  ASEAN  countries. 
An  unbiased  observation  of  ASEAN  must  lead  to  a  conclusion  that  the 
ASEAN  countries  co-operate  with  one  another  despite  differences  in  their  in- 
terests. 

The  second  premise  on  ASEAN's  activities  that  they  became  salient  in  the 
late  1970s  should  also  be  rectified.  Although  it  is  undeniable  that  ASEAN  in- 
tensified its  external  activities  in  that  period,  and  although  this  intensification 
drew  attention  in  international  society,  it  is  misleading  to  identify  the  external 
condition  as  the  cause  of  such  obvious  changes  in  ASEAN's  activities.  Those 
changes  were  made  possible,  from  the  viewpoint  of  this  essay,  by  sufficient  ac- 
cumulation of  mutual  trust.  Moreover,  intra-ASEAN  convergence  of  external 
relations  has  been  observable  in,  for  example,  the  United  Nations  since  the 
early  1970s.  Partial  evidence  is  shown  in  Table  2  which  illustrates  Indonesia's 
voting  agreement  with  the  other  ASEAN  partners,  and  reveals  a  significant  in- 
crease between  the  latter  half  of  the  1960s  and  the  former  half  of  the  1970s 
and  a  very  high  plateau  since  then.  There  is  not  much  room  to  increase  voting 
agreements  in  the  1980s.  Eye-catching  collective  actions  of  the  ASEAN  coun- 
tries seem  to  be  based  on  such  a  fundamental  structural  change  in  the  ASEAN 
collectivity  rather  than  the  convergence  of  national  interests. 

As  for  intra-regional  co-operation,  it  is  true  that  the  first  step  toward 
regional  economic  integration  was  made  a  decade  ago.  Economists  seem  by 
and  large  to  agree  that  little  effect  has  so  far  been  observed  upon  ASEAN 
economies.  In  each  semi-annual  meeting  of  the  economic  ministers,  the  need 
for  further  co-operation  is  voiced,  and  the  foreign  ministers  pay  their  attention 
to  this  problem  in  their  own  annual  meetings.  Especially,  faced  with  current 

fuToT*  ?  ffiCUltieS  that  Were  mainly  caused  ^  world  economic  conditions, 
the  ASEAN  governments  are  now  concerned  with  intra-regional  economic  co- 
operation programmes  probably  most  seriously  since  they  were  adopted 
Nevertheless,  not-so-obvious  accomplishment  in  this  field  does  not  seem  to 
dissatisfy  them,  or  to  cause  frustrations  among  themselves,  as  if  their  true  con- 
cern lies  somewhere  else. 
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Table  2 


INDONESIA'S  U.N.  GENERAL  ASSEMBLY  ROLL-CALL 
VOTING  AGREEMENT  WITH  SELECTED  COUNTRIES 
(The  Five- Year  Average  in  Per  Cent) 


Period 


Malaysia 


Philippines 


Singapore 


Thailand 


Japan 


USA 


1946-1950 
1951-1955 
1956-1961 
1961-1965 
1966-1970 
1971-1975 
1976-1980 


48.7 
72.6 
77.0 
93.5 
96.6 


66.7 
66.7 
58.4 
62.4 
78.7 
87.8 
94.3 


71.6 
85.1 
87.9 


61.1 
65.7 
58.1 
63.2 
69.5 
88.1 
91.7 


54.7 
61.5 
52.3 
67.5 
58.8 


61.1 
41.2 
46.0 
45.3 
32.0 
35.2 
30.7 


Definition:   the  percentage  of  identical  voting  behavior  to  the  total  roll-call  votes. 

Source:    Urano,  Tatsuo,  et.al.  Kokuren  Tohyo  Kodo  no  Keiryo  Bunseki  (Quantitative  Analyses  of  United  Nations  Voting 
Behavior),  1985. 


 1  

1976-1980 
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Thus,  in  short,  even  a  glance  at  ASEAN's  activities  reveals  their 
"anomalies"  within  the  existing  frame  of  reference.  From  the  viewpoint  that 
six  Southeast  Asian  countries  are  trying  to  achieve  regional  integration  as  sym- 
bolised by  ASEAN,  the  relationship  among  the  ASEAN  Six  can  be  under- 
stood differently  and  hopefully  better,  compared  with  conventional  explana- 
tions of  ASEAN's  activities  such  as  mentioned  above.  First  of  all,  it  means  a 
re-assurance  of  the  commitment  to  regional  integration  for  an  ASEAN 
government  to  consult  with  its  partners  and  to  try  to  take  joint  action  in  the 
framework  of  ASEAN.  References  to  ASEAN  have,  therefore,  an  important 
symbolic  value.  Secondly,  facing  an  intra-ASEAN  difference  in  interest,  each 
member-government  tries  not  to  insist  so  hard  as  to  offend  others,  which 
might  hurt  fragile  mutual  trust.  Thirdly,  and  as  a  result  of  the  above  two 
points,  subtle  negotiations,  which  seem  so  at  least  to  an  outside  observer,  take 
place*  for  a  relatively  long  period,  and  issues  at  stake  are  sometimes  defined 
unclearly. 

Fourthly,  an  oft-told  ASEAN  spirit  of  "musyawarah"  and  "mufakat" 
that  make  ASEAN's  collective  decision  rule  a  kind  of  consensus  formation  has 
indeed  a  peculiar  characteristic.  To  state  it  differently,  consensus  formation  is 
not  a  unique  feature  of  ASEAN,  and  the  ASEAN  way  of  consensus  formation 
is  something  more.  For,  in  general,  consensus  formation  is  a  traditional  man- 
ner of  diplomatic  agreement,  and  does  not  specify  the  point  of  consensus  in 
itself.  It  may  be  the  middle  of  extremes  as  compromise,  very  close  to  what  the 
powerful  wants  explicitly  or  implicitly,  or  very  close  to  so-called  least  common 
denominator.  The  last  specification  seems  applicable  to.ASEAN's  case,  which 
can  be  named  as  "the  principle  of  minimal  commitment."4  For,  ASEAN's  ac- 
tion seems  defined  at  the  level  on  which  even  the  least  committed  government 
can  accept  the  ASEAN  collectivity. 

To  sum  up  the  above  characteristics  of  ASEAN's  activities,  it  must  be  ad- 
mitted that  ASEAN  has  functioned  as  the  framework  of  collective  action 
despite  the  existence  of  considerable  intra-ASEAN  differences,  on  both  intra 
and  extra-regional  issues.  It  is  so  because  ASEAN  serves  for  the  purpose  of 
mutual  checking  of  partners'  commitment  to  regional  integration,  and  for  the 
machinery  to  accommodate  differences  in  interest  between  member-govern- 
ments so  as  not  to  hamper  this  fundamental  purpose. 

As  mentioned  above,  it  is  theoretically  impossible  to  fulfill  the  promise  of 
non-action  such  as  the  commitment  to  a  peaceful  relationship  in  the  future 
Any  co-operation  in  the  framework  of  ASEAN  has  an  instrumental  value  to 
make  such  a  mutual  commitment  more  credible.  Especially  for  the  ASEAN 
foreign  ministers,  both  internal  and  external  collaboration  may  have  been 

<Susumu  Yamakage,  "The  Formation  of  the  Association  of  Southeast  Asia,"  Southeast  Asian 
Studies,  vol.  18,  no.  1  (in  Japanese). 
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counted  as  by-products  of  the  joint  effort  to  solidify  a  peaceful  relationship 
between  their  countries  toward  regional  integration. 


ORGANISATIONAL  EVOLUTION  AND  ITS  REGIONAL  IMPLICA- 
TIONS 

Having  survived  as  a  symbol  for  a  decade,  ASEAN  began  to  become  a  ge- 
nuine system  with  the  emergence  of  interdependent  sub-systems  in  the  late 
1970s.  Namely,  organisational  development  and  functional  differentiation 
took  place  in  ASEAN.  The  structure  of  ASEAN  had  become  complex  as  com- 
mittees and  working  groups  were  set  up  in  more  or  less  ad  hoc  nature  by  the 
mid  1970s,  which  increased  the  organisation's  disorganised  complexity. 
ASEAN's  overhaul  was  conducted  thereafter.  The  central  secretariat  was 
created,  too. 

Among  various  reforms,  the  most  critical  one  was  undoubtedly  the 
organisational  division  of  labour  in  terms  of  politics  and  economy.  While 
political  affairs  remained  in  the  hands  of  the  foreign  ministers,  economic  mat- 
ters became  controlled  by  the  meeting  of  economic  ministers  under  which 
several  functional  committees  were  created,  and  under  each  of  which  were  sub- 
committees and  working  groups.  Regional  economic  co-operation  was  thus 
finally  institutionalised,  and  ministers  in  charge  of  economic  affairs  began  to 
be  involved  in  ASEAN.  If  economic  co-operation  is  an  instrument  to  pursue 
regional  integration  in  a  political  sense  for  ASEAN  foreign  ministers,  it  is  the 
objective  with  its  intrinsic  value  for  the  organisation's  economic  ministers. 
Though  vaguely  defined,  economic  integration  became  one  of  the  explicit 
organisational  goals  of  ASEAN. 

Nearly  a  decade  has  passed  since  then,  and  no  substantial  economic  in- 
tegration has  been  achieved.  Needless  to  say,  economic  conditions  both  within 
and  outside  the  region  are  unfavourable  for  the  ASEAN  countries  to  realise 
even  the  lowest  level  of  economic  integration.  While  they  have  been  trying  to 
pursue  various  levels  of  integration,  from  trade  liberalisation  to  industrial 
complementarity,  there  remain  a  lot  of  economic  constraints  that  obstruct 
such  plans. 

In  this  essay,  however,  non-economic  reasons  shall  be  reviewed  in  order  to 
shed  light  on  political  and/or  organisational  problems.  First  of  all,  based  on 
economic  constraints,  which  are  more  or  less  structural,  ASEAN  countries 
face  political  disagreements  on  how  to  do  what,  where  and  when,  in  trying  to 
pursue  economic  integration.  Economic  ministers  frequently  and  extensively 
discuss  on  economic  issues,  but  infrequently  make  political  decisions.  Because 
structural  obstacles  remain  there  or  may  be  even  intensified  further,  dif- 
ferences in  economic  interests  between  countries  must  continue  to  exist. 
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Economic  rationality  may  lead  ASEAN's  economic  agencies  into  a  dead  end 
with  respect  to  regional  co-operation. 

However,  the  difficulty  of  making  the  political  decision  on  economic  issues 
is  not  ASEAN's  unique  shortcoming.  Even  the  most  advanced  economic  in- 
tegration programme  i.e.,  EEC's  objective,  has  faced  crises.  The  most  serious 
one  took  place  in  1966,  or  a  decade  after  the  start  of  the  programme.  If  a 
simple-minded  comparison  is  tried  only  for  the  sake  of  discussion,  1966  for 
EEC  could  be  compared  to  1986  for  the  ASEAN  economic  integration  pro- 
gramme that  started  a  decade  before.  This  suggests  that  the  late  1980s  might  be 
a  critical  period  for  ASEAN  economic  ministers. 

Even  if  ASEAN  economic  ministers  begin  to  take  more  collective  actions, 
the  obstacle  they  will  face  exists  in  the  organisation  itself.  Namely,  it  is  not 
economic  ministers,  but  foreign  ministers  who  are  responsible  for  the  endorse- 
ment and  authorisation  of  economic  co-operation,  and  who  may  not  pay  as 
much  attention  to  it  as  economic  ministers  want.  It  is  easily  conceivable  that 
various  types  of  frustration  accumulate  in  economic  agencies  represented  by 
the  economic  minister  in  each  of  the  ASEAN  countries. 

At  the  same  time,  however,  there  is  an  opportunity  for  ASEAN  economic 
ministers  and  their  ministries  to  learn  not  to  be  frustrated  and  to  find  the  do- 
main in  which  they  can  co-operate.  Current  economic  difficulties  ASEAN 
countries  are  now  facing  may  provide  such  a  chance.  Although  individual 
governments  are  implementing  their  own  economic  policy  more  or  less  in- 
dependently to  cope  with  the  problems,  it  is  obvious  that  a  lot  more  can  be 
done  if  they  take  actions  collectively  according  to  economic  rationales.  The 
question  is  not  to  what  extent  economic  ministers  can  follow  economic  ra- 
tionality. Quite  similarly  to.  the  case  of  foreign  ministers'  collaboration,  the 
crucial  question  is  to  what  extent  mutual  trust  is  established  between  economic 
ministers  so  as  to  conduct  collective  action. 

In  addition  to  traditional  inter-governmental  negotiations  on  differences  in 
"national"  interests,  trans-governmental  relations,  more  specifically  the  rela- 
tionship between  foreign  and  economic  ministers  at  the  ASEAN  level,  on  dif- 
ferences in  "regional"  interests  will  become  an  important  aspect  of  intra- 
ASEAN  relations.  Domestically,  trans-governmental  relations  will  be  reflected 
by  the  differences  between  foreign  and  economic  ministries  in  "the  definition" 
of  national  interests.  There  also  exists  another  type  of  trans-governmental  fac- 
tors. Namely,  the  more  economic  technocrats  are  involved  in  regional 
economic  integration  planning,  the  easier  is  to  establish  the  cross-govern- 
mental esprit  de  corps  between  themselves,  and  eventually  the  higher  the 
possibility  of  political  agreement  on  economic  co-operation  by  economic 
ministers. 
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Table  3 


ASEAN  MEETINGS  AT  THE  MINISTERIAL  LEVEL 
(In  Frequency) 


Year 

Foreign  Ministers'  Meeting 

Other  Ministers'  Meeting 

Total 

Annual  Others 

Subtotal 

Economic  Others 

Subtotal 

1967 

1 

1 

1 

1968 

1  2 

3 

3 

1969 

1 

1 

1 

1970 

0 

1971 

1  2 

3 

1 

1 

4 

1972 

1  2 

3 

3 

1973 

1  2 

3 

3 

1974 

1  1 

2 

2 

1975 

2 

1 

1 

2 

4 

1976 

1  3 

4 

1 

I 

2 

6 

1977 

1  4 

5 

3 

3 

6 

11 

1978 

1  1 

2 

2 

2 

4 

1979 

1  4 

5 

1 

2 

3 

8 

1980 

1  2 

3 

2 

5 

7 

10 

1981 

1  2 

3 

1 

4 

5 

8 

1982 

I  2 

3 

3 

2  J 

5 

8 

1983 

1  3 

4 

1 

3 

4 

8 

1984 

1  2 

3 

1 

4 

5 

8 

1985 

1  3 

4 

2 

2 

8 

Source:    Tonan  Azia  Yoran  (Southeast  Asia  Handbook)  and  other  various  sources. 
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The  convergence  of  political  interests  and  the  divergence  of  economic  in- 
terests among  the  ASEAN  countries  is  often  pointed  out,  but  should  not  be  ex- 
aggerated. Actually  configurations  of  both  convergence  and  divergence  on 
political  and  economic  interests  become  increasingly  complicated  despite,  or 
rather  due  to  the  functional  differentiation  of  the  organisation.  Sooner  or 
later,  ASEAN's  inter  and  trans-governmental  relations  will  leave  many  pro- 
blems unsolved,  and  will  necessitate  the  involvement  of  a  higher  authority. 
Aside  from  foreign  ministers,  whose  annual  meeting  has  been  ASEAN's 
highest  ordinary  decision-making  apparatus  since  its  establishment,  economic 
ministers  have  met  almost  regularly  since  the  mid-1970s,  and  other  ministers 
started  to  convene  their  respective  meetings  around  1980  (Table  3).  ASEAN 
meetings  at  the  ministerial  level  seem  to  have  been  saturated,  and  more  fre- 
quent meetings  does  not  seem  to  solve  problems  more  efficiently.  A  higher 
authority  than  the  ministerial  level  is,  of  course,  the  summit.  Namely,  as  a 
logical  consequence,  more  summit  initiative  will  be  required  to  untangle 
regional  problems  which  neither  foreign  nor  economic  ministers  can  solve.  It 
should  be  noted,  however,  that  even  the  involvement  of  heads  of  the  govern- 
ment does  not  guarantee  the  successful  problem  solving  as  we  have  witnessed 
even  in  the  case  of  the  European  Community  for  more  than  a  decade. 


PROSPECTS  OF  ASEAN 

One  of  the  possible  scenarios  of  ASEAN's  future  is  based  partly  on  a 
theoretical  potential  of  increasing  intra-regional  conflicts  as  individual 
economic  interests  are  being  pursued,  and  partly  on  historical  evidence  that  a 
number  of  attempts  of  economic  integration  failed  in  the  Third  World.  Name- 
ly, in  the  course  of  ASEAN's  low  contribution  to  economic  performances  of 
individual  member-countries,  dissatisfaction  with  the  organisation  will  likely 
increase  and  accumulated  economic  frustration  might  demoralise  ASEAN 
governments,  which  might  eventually  lead  to  more  general  political  decay  of 
ASEAN.  The  final  stage  of  this  scenario  depends  upon  whether  they  change 
the  definition  and  roles  of  ASEAN  from  a  crucial  symbol  of  mutual  commit- 
ment of  regional  integration  to  a  system  for  economic  co-operation  toward 
economic  integration.  As  long  as  the  ASEAN  governments  keep  in  their  in- 
stitutional mind  ASEAN's  original  and  foremost  value  to  themselves,  it  will  be 
unlikely  for  economic  problems  to  cause  serious  damage  on  ASEAN. 

A  more  likely  scenario  is  the  further  accumulation  of  mutual  trust  between 
the  ASEAN  governments,  which  would  lead  to  the  robustness  of  the  organisa- 
tion, despite  continuous  existence  of  both  political  and  economic  differences 
in  their  interests.  For  the  last  few  years,  the  development  of  ASEAN  has  been 
gradual,  and  it  seems  it  will  be  so  for  a  while.  The  current  increasing  trend  of 
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organisational  complexity  and  operational  impedance  will  continue  in  the 
foreseeable  future,  and  the  summit  meetings  will  be  institutionalised  if  not 
conveyed  regularly.  Even  though  it  is  not  almighty,  ASEAN  will  be  better 
facilitated  in  terms  of  the  collective  decision  making  rule.  In  turn,  the  ASEAN 
countries  will  probably  acquire  more  regional  resilience  through  better 
organised  inter  and  trans-governmental  communication  networks. 

The  third  alternative  scenario  departs  from  the  second  one.  The  more 
robust  is  ASEAN,  and  the  more  resilient  the  ASEAN  region  is,  the  closer  will 
be  the  establishment  of  regional  integration  among  the  ASEAN  governments. 
As  good  neighbourship  becomes  taken  for  granted,  however,  ASEAN  govern- 
ments might  be  more  devoted  to  domestic  politics  and  economy.  Their  alloca- 
tion of  attention  and  resources  might  move  in  favour  of  domestic  sectors  at  the 
expense  of  ASEAN.  In  other  words,  as  ASEAN  accomplishes  its  eventual  ob- 
jective, its  member-governments  might  decrease  their  interests  in  the  organisa- 
tion. This  alternative  scenario  is  similar  to  the  second  one,  but  leads  to  a  dif- 
ferent future.  Specifically,  while  the  overall  relations  among  the  ASEAN 
countries  remain  good,  economic  co-operation  will  be  halted,  and  ASEAN's 
organisational  evolution  will  no  longer  be  likely.  For  those  who  want  to  em- 
phasise the  importance  of  economic  integration  and  of  ASEAN  as  an  organi- 
sation, the  difference  between  these  two  scenarios  is  enourmous;  for  those  who 
are  interested  in  regional  integration,  however,  it  is  more  an  appearance  than  a 
substance. 

We  have  so  far  discussed  on  ASEAN  in  terms  of  the  relationship  between 
its  member-governments  which  have  been  primarily  concerned  with  regional 
integration  within  the  framework  of  ASEAN.  The  concept  of  regional  integra- 
tion belongs  to  the  category  of  political  culture  shared  by  peoples.  It  is  not 
limited  to  inter-governmental  relationship.  The  focus  on  this  narrow  aspect  as 
adopted  in  this  essay  is  justifiable  in  the  case  of  the  ASEAN  region  for  several 
reasons.  First  of  all,  due  to  its  organisational  and  operational  characteristics, 
the  government  has  been  relatively  autonomous  from  domestic  political 
pressures  with  respect  to  foreign  policy  making.  Secondly,  ASEAN's  existence 
and  activities  have  not  penetrated  deep  into  individual  countries,  so  that  the 
people  in  each  country  have  not  possessed  strong  concern  either  with  the 
organisation  or  with  the  regionality  symbolised  by  it.  Thirdly,  ASEAN's 
founding  fathers  had  exercised  influence  within  the  government  for  a  rela- 
tively long  period  so  as  to  make  the  organisation  compatible  with  each  govern- 
ment's foreign  policy,  and  the  government  is  institutionalised  in  dealing 
with  ASEAN.  Moreover,  in  the  course  of  the  succession  of  leadership,  the  fun- 
damental value  of  ASEAN  has  been  unchallenged  as  have  been  witnessed,  and 
will  probably  be  so  in  political  successions  in  future,  too. 

If  some  of  the  above  conditions  do  not  hold  any  longer,  then  ASEAN 
might  face  a  legitimacy  crisis.  A  fundamental  question  is  the  penetration  of  the 
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ASEAN  community-feeling  into  mass  public  in  each  country.  Will  each  of  the 
ASEAN  peoples  ask  their  government  to  refrain  from  using  forces  in  pursuing 
their  interests  against  another  people  in  the  region?  Will  they  be  mutually 
tolerant  in  conflicting  interests  in  economic  terms?  Will  those  who  will  be  in 
control  of  respective  governments  support  the  basic  regional  values  that 
ASEAN  currently  symbolises?  Answers  to  those  questions  depend  on 
ASEAN's  future  developments.  However,  what  ASEAN  governments  have 
been  doing  vis-a-vis  their  respective  peoples  seem  to  increase  the  probability  of 
affirmative  answers  to  above  questions.  Both  national  integration  policy  and 
economic  development  policy  is  compatible  with,  if  not  highly  correlated  with, 
people's  support  of  ASEAN  and  regional  integration  attempts.  No  member- 
government  seems  to  make  use  of  ASEAN  as  an  excuse  to  have  its  people  ac- 
cept substantial  sacrifice  on  behalf  of  the  region.  As  for  many  of  ASEAN 
peoples,  ASEAN  does  not  looked  dangerous  or  harmful,  if  not  unheard. 

It  is  the  role  of  the  government  to  let  its  people  realise  the  value  of  regional 
integration  and  the  benefit  they  could  obtain  from  the  existence  of  ASEAN 
however  small  it  might  be.  The  way  in  which  ASEAN's  socio-cultural  co- 
operation programmes  will  or  will  not  serve  this  end  is  yet  to  be  observed. 


CONCLUSION 

It  is  not  an  easy  task  to  forecast  the  future  of  ASEAN:  how  well  it  will 
decide  and  have  implemented  a  variety  of  economic  co-operative  measures 
both  already  proposed  and  yet  to  be  conceived;  to  what  extent  it  will  be  equip- 
ped with  bureaucratic  machineries;  when  and  how  it  will  concretise  the  idea  of 
ZOPFAN;  etc.  On  the  other  hand,  it  seems  relatively  easy  to  forecast  the 
future  of  the  relationship  between  the  ASEAN  countries.  The  good  relations 
do  no  longer  depend  on  the  personal  connection  between  the  leaderships  of 
each  member-state;  but  rather  on  institutional  networks.  Increasing  complexi- 
ty of  intra-regional  relations  makes  the  break-up  more  and  more  difficult,  and 
will  eventually  make  it  unthinkable  not  only  for  governments  and  businesses 
but  also  for  peoples  of  the  region  in  general.  ASEAN's  survival  for  twenty 
years  in  itself  paved  the  way  toward  regional  integration. 

It  must  be  recalled  that  solidifying  regional  integration  implies  sharing 
values,  but  does  not  necessarily  mean  for  the  countries  concerned  easier  with 
respect  to  either  intra-regional  or  extra-regional  matters.  Nevertheless,  the 
ASEAN  governments  will  enjoy  a  more  relaxed  and  frequent  negotiation  style 
between  themselves,  will  find  themselves  more  accepted  by  respective  partners, 
and  will  reach  consensus  oftener  than  otherwise  they  would  do.  In  other 
words,  two  aspects  of  regional  relations  will  be  observed:  (1)  the  increase  of 
the  issues  of  consultation  and/or  negotiation,  which  might  be  interpreted  as 
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the  intensification  of  conflict  in  interests  between  the  ASEAN  countries;  and 
(2)  the  increase  of  the  domain  of  co-operation,  which  might  be  seen  as 
ASEAN's  accomplishments.  The  "growth  rate"  of  the  former  will  probably 
be  faster  than  that  of  the  latter,  but  this  does  not  imply  either  dis-integration 
of  the  ASEAN  region  or  the  collapse  of  ASEAN.  It  is  one  of  the  inevitable 
aspects  of  the  growing  interdependence  between  countries,  and  which  is 
being  experienced  by  many  interdependent  countries  such  as  between  Japan 
and  the  United  States,  or  within  the  European  Community. 

As  far  as  regional  integration  in  the  sense  of  the  security  community  for- 
mation is  concerned,  the  future  of  the  ASEAN  region  seems  promising.  Con- 
sultations and  collaboration  will  be  expanded  on  both  intra  and  extra-regional 
matters.  The  realisation  and  establishment  of  co-operation  on  specific  fields 
should  be  considered  as  extensions  from  the  pursuit  of  regional  integration. 
Economic  conflicts  between  ASEAN  countries  will  probably  be  solved  without 
harming  this  basic  communality  symbolised  by  ASEAN.  Unless  some  ASEAN 
countries  demand  too  much  of  the  organisation,  ASEAN  will  gain  a  wider  sup- 
port in  the  region. 


ASEAN's  Economic  Performance 

Kimimaru  YONEDA 


INTRODUCTION 

The  economies  of  ASEAN  have  enjoyed  strong  growth  and  industrialisa- 
tion and  this  growth  continued  throughout  the  1970s  despite  weaknesses  in  the 
world  economy.  The  economic  growth  of  ASEAN  is  mainly  attributable  to  the 
relevant  economic  measures  of  the  governments  in  initiating  and  supporting 
the  early  stages  of  industrialisation.  At  the  same  time  the  world  environment 
has  been  quite  favourable  toward  developing  countries. 

The  growth  of  Singapore  has  been  associated  with  outward-looking  trade 
and  industrial  policies.  Other  member  countries  adopted  import  substitution 
policies  as  an  industrialisation  strategy  and  then  switched  to  export  promotion 
policies  in  the  later  stages  of  the  industrialisation  process.  The  severity'bf  the 
international  economic  recession  during  the  early  1980s,  especially  the  sluggish 
economic  performance  in  the  major  industrialised  countries  adversely  affected 
the  ASEAN  countries. 

Among  the  ASEAN  countries,  Singapore  was  most  severely  affected  by  the 
economic  recession  and  saw  its  rate  of  growth  decline  from  8.2  per  cent  in  1984 
to  -1.8  per  cent  in  1985  due  to  weak  external  demand  and  depressed  domestic 
conditions. 

The  economies  of  Brunei  and  Malaysia  for  the  first  time  experienced 
negative  growth  rates  in  1985  as  a  result  of  lower  oil  and  other  primary  com- 
modity prices. 

The  Indonesian  economy  slackened  and  experienced  a  negative  growth  in 
1986.  The  Philippines  continued  a  negative  growth  rate  of  4.0  per  cent  in  1985 


Prof.  Kimimaru  Yoneda,  Toyo  University. 


448 


THE  INDONESIAN  QUARTERLY,  XV/3 


compared  with  a  negative  growth  rate  of  5.9  per  cent  in  1984,  despite  various 
policy  measures  taken  by  the  government  to  improve  the  balance  of  payment 
position  and  to  reduce  the  inflation  rate. 

Among  the  ASEAN  countries,  Thailand  is  expected  to  achieve  the  highest 
growth  rate  of  4.0  per  cent  as  a  result  of  an  increase  in  merchandise  exports 
and  private  investment. 

Other  ASEAN  countries  except  Singapore  are  expected  to  experience  only 
a  moderate  growth. 

This  essay  will  provide  some  information  on  the  performance  of  the 
ASEAN  economies. 


BRUNEI 

Brunei  Darussalam's  economy  is  heavily  dependent  on  oil  and  gas.  In  1985, 
the  oil  and  gas  industry  accounted  for  about  88  per  cent  of  the  government 
revenue,  71  per  cent  of  the  GDP  at  current  prices  and  all  the  exports  of  the 
country. 

Brunei  has  been  conscious  of  the  need  to  diversify  the  economy.  The  5th 
Five  Year  Development  Plan,  1986-1990  places  emphasis  on  nation-building, 
actually  being  the  first  plan  to  be  implemented  after  the  country  resumed  its 
full  independence.  Crude  oil  production  which  averaged  192,000  barrels  per 
day  in  1975  increased  up  to  261,000  barrels  per  day  in  1979.  An  oil  conserva- 
tion policy  was  adopted  in  1981  to  rationalise  the  oil  output  and  subsequently 
production  was  reduced  to  an  average  of  175,000  barrels  per  day.  The  produc- 
tion further  declined  to  an  average  of  172,000  barrels  per  day  due  to  the  world 
oil  market  conditions.  Crude  oil  prices  in  Brunei  follow  the  OPEC  pricing 
trend  of  the  Arabian  Light  which  quadrupled  during  the  first  oil  crisis  and 
doubled  during  the  second  oil  crisis.  The  continuous  increase  of  the  prices  of 
crude  oil  brought  increased  revenue  to  the  government  resulting  in  substantial 
accumulation  of  foreign  reserves.  The  Liquefied  Natural  Gas  project  at  Lumut 
which  commenced  operation  in  1972  for  an  annual  export  of  5.14  million 
metric  tonnes  of  LNG  to  Japan  continued  to  contribute  to  Brunei's  employ- 
ment and  income. 

It  is  expected  that  the  oil  price  outlook  will  remain  uncertain  in  the  world 
market  for  the  coming  years  even  though  oil  demand  should  recover.  OPEC 
member  countries  except  Iraq  agreed  on  the  new  strategy  to  defy  the  market 
and  return  to  a  fixed  price  for  oil  averaging  US$18  a  barrel,  based  on  produc- 

'Brunei  Darussalam:  Economic  Planning  Unit,  Ministry  of  Finance,  Fifth  National  Develop- 
ment Plan  1986-1990,  pp.  1-2. 


ASEAN'S  ECONOMIC  PERFORMANCE 


449 


tion  cuts.  The  Brunei  Government  is  willing  to  back  OPEC  by  cutting  her  oil 
output.  Prospects  for  another  big  increase  in  crude  oil  price  is  very  unlikely.2 

At  1974  constant  prices,  GDP  for  the  period  1975-1984  increased  by  3.9  per 
cent  per  annum  and  for  the  period  1975-1979  by  12.2  per  cent  and  for  the 
period  1980-1984  by  -4.4  per  cent  per  annum. 

During  the  period  1975-1984,  some  slight  structural  changes  occurred  in 
the  economy.  The  range  of  activities  and  products  and  sources  of  growth 
became  more  diversified  and  correspondingly  sectoral  composition  of  employ- 
ment changed  significantly.  The  oil  sector  continue  to  remain  as  the  largest 
contributor  to  the  economy  at  1974  prices,  with  some  decline  in  its  share  of 
contribution  from  86  per  cent  in  1975  to  74  per  cent  in  1984.  Agriculture, 
forestry  and  fisheries  sector  experienced  relatively  little  growth  with  their  share 
of  value  added  to  the  total  GDP  accounting  for  1  per  cent.  The  manufacturing 
sector  experienced  little  expansion  with  its  share  contribution  of  GDP  re- 
maining at  1.1  per  cent.  The  relatively  low  figures  for  manufacturing  and 
agriculture,  forestry  and  fisheries  sectors  reflected  the  unsuccessful  efforts  of 
diversification.  The  construction  sector,  the  second  largest  industry  of  Brunei, 
recorded  an  average  growth  rate  of  14.2  per  cent  per  annum  during  the  period. 
Its  achievement  was  principally  attributed  to  government  infrastructure 
development  projects  and  spill-over  effects  of  the  investment  programmes  of 
the  oil  and  gas  industry.3 

As  for  public  investment,  it  was  estimated  that  to  achieve  a  6  per  cent 
growth  in  GDP  in  the  non-oil  sector  during  the  plans,  the  government  would 
have  to  invest  US$500  million  for  the  third  Five  Year  National  Development 
Plan  and  US$1,334  million  for  the  fourth  National  Development  Plan.  Total 
actual  government  expenditure  for  the  period  1975-1979  amounted  to  US$534 
million,  whilst  for  the  period  1980-1984,  expenditure  amounted  to  US$1,590 
million  or  about  19  per  cent  over  the  target.  The  largest  portion  of  the  develop- 
ment expenditures  was  for  social  services  and  the  transport  and  communica- 
tion sectors.4 

As  for  the  private  sector,  total  private  sector  investment  grew  at  a  rate  of 
13.3  per  cent  per  annum  from  US$426  million  in  1975  to  US$566  million  in 
1984.  The  bulk  of  the  private  sector  investment  came  from  the  oil  sector  with 
89.6  per  cent  out  of  a  total  of  US$2,197  million  during  the  third  Plan  and  90.9 
per  cent  out  of  the  total  of  US$4,562  million  during  the  fourth  Plan.5 

1  Asian  Wall  Street  Journal,  22nd  December  1986. 
3Fifth  National  Development  Plan,  pp.  4-8. 
"■Ibid.,  pp.  8-9.  , 
slbid.,  Table  6. 
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The  value  of  international  trade  increased  due  to  the  escalation  in  the  price 
of  crude  oil  and  gas  in  the  world  market  since  the  first  oil  crisis.  Brunei  re- 
corded a  large  surplus  in  balance  of  trade  during  the  decade  despite  the 
decrease  in  the  total  volume  of  trade.  Brunei  enjoyed  an  average  growth  rate  in 
the  balance  of  trade  surplus  of  14.2  per  cent  per  annum  throughout  the  period 
1975  to  1984.  The  decline  after  1981  was  due  mainly  to  the  lower  level  of  pro- 
duction and  the  price  of  crude  oil.  There  were  few  changes  in  the  pattern  of  im- 
ports into  Brunei,  with  more  than  50  per  cent  for  machinery  and  equipment.6 

Without  the  expected  increase  in  the  price  of  crude  oil,  Brunei  could  face  a 
further  worsening  in  terms  of  trade.  Due  to  a  transfer  effect  of  real  income 
since  1983,  Brunei  has  been  experiencing  a  decline  in  GDP  growth  during  re- 
cent years.  It  would  be  necessary  during  the  Plan  period  to  establish  fun- 
damental conditions  within  which  the  non-oil  private  sector  can  be  developed, 
leading  to  the  development  of  future  industries.7 

INDONESIA 

Indonesia  has  experienced  remarkable  economic  progress  since  the  1970s. 
The  world  environment  has  been  quite  favourable  toward  Indonesia.  In- 
donesia enjoyed  two  oil  bonanzas  as  a  member  of  OPEC  and  achieved 
somewhat  higher  economic  growth  rates  compared  to  the  oil-importing  Asian 
countries.  The  Indonesian  economy,  however,  has  been  heavily  buffeted  by 
unfavourable  external  factors  over  the  past  several  years  such  as  a  steady 
weakening  of  the  world  oil  market  since  1982  and  severe  declines  in  the  prices 
of  major  primary  export  commodities. 

The  government,  recognising  these  unfavourable  situations,  has  under- 
taken several  economic  policy  measures  to  maintain  a  macro-economic  stabili- 
ty. Sharp  reductions  in  subsidies,  structural  reforms  of  financial  systems, 
austere  restraints  on  public  investment,  control  of  the  government  budget, 
devaluations  of  currency  and  a  flexible  exchange  rate  policy  have  been  used 
successfully  to  maintain  stability.  Acceleration  in  the  fall  of  oil  prices  in  early 
January  1986  has  overtaken  the  government  and  thus  it  has  recognised  the 
reality  of  a  daunting  prospect  of  declining  tax  revenues  and  an  expanded 
deficit  in  the  balance  of  payments.  An  appropriate  combination  of  policy 
measures  was  being  sought  to  deal  with  the  crisis.  The  possible  choices  were 
devaluation  of  the  Rupiah  exchange  rate,  further  curtailment  of  government 
expenditures,  increased  taxes,  accelerated  borrowing  abroad,  or  direct  con- 
trols on  trade  and  exchange  flows.8 

6Ibid„  p.  1 1 . 

7Ibid.,  p.  23. 

8Bruce  Glassburner,  "Survey  of  Recent  Developments,"  Bulletin  of  Indonesian  Economic 
Studies  (April  1986),  p.  1. 
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The  government  announced  new  trade  and  investment  regulations  on  May 
6,  1986  (The  May  6  Package).  The  new  scheme  has  two  parts.  In  the  first,  ex- 
porting manufacturers  who  export  at  least  85  per  cent  of  their  production  are 
exempt  from  all  duties  and  import  regulations  when  importing  their  inputs.  In 
the  second,  a  duty  drawback  system  will  be  applied  to  exporters  who  export 
less  than  85  per  cent  of  their  production.  These  exporters  are  also  entitled  to 
import  goods  otherwise  subject  to  import  restrictions  if  local  suppliers  are 
unable  to  match  prices  of  imported  inputs.  In  the  duty  drawback  system,  ex- 
porters will  submit  a  self-assessed  standardised  duty  rebate  claim  with  sup- 
porting documentation  to  a  newly  established  bureau.  The  new  regulations 
have  the  potential  to  reduce  export  production  costs.  Prior  to  the  new  regula- 
tions, the  government  signed  the  GATT  Code  on  Subsidies  and  Counterveiling 
Duties  in  early  1985  which  obliged  the  government  to  abolish  the  Export  Cer- 
tificate incentive  scheme  by  April  1,  1986.  The  SE  scheme  was  regarded  as  an 
export  subsidy  and  its  rebate  payments  totalled  Rp  210  billion  in  1985/1986. 
The  rebate  payments  were  based  on  domestically  produced  inputs  as  well  as 
imports.  As  for  the  textile  industries,  rebate  payment's  were  almost  one  fifth  of 
total  sales.  Some  upstream  industries  have  complained  about  the  tough  pro- 
spects they  face  with  the  introduction  of  the  new  measures.9 

The  government  had  consistently  maintained  that  it  would  not  resort  to 
devaluation  as  a  policy  device,  and  indeed  the  high  level  of  foreign  reserves 
and  ample  commercial  and  standby  loans  strongly  supported  the  stance.  The 
government  decided  on  a  31  per  cent  devaluation  on  September  12,  1986  to 
give  a  major  role  to  the  price  mechanism  in  bringing  the  balance  of  payments 
back  into  equilibrium,  recognising  the  magnitude  of  the  deterioration  in  In- 
donesia's terms  of  trade  during  the  first  months  of  1986  and  improbability  of 
any  significant  improvement  in  the  world  oil  market.  Drastic  steps  were 
necessary  to  correct  a  fundamental  disequilibrium  in  the  balance  of  payments. 
The  6  May  Package  was  not  going  to  have  any  appreciable  effect  on  non-oil 
export  in  the  short-term.  Various  measures  to  tackle  the  market  distortions  are 
necessary  to  achieve  efficient  import  substitution  and  promotion  of  non-oil  ex- 
ports and  to  ensure  that  the  impact  of  the  devaluation  on  producers  of 
tradable  goods  will  be  as  large  as  possible.10 

If  the  government  easily  resorts  to  a  devaluation  and  other  supplemental 
restrictive  fiscal  and  monetary  measures,  Indonesia's  economy  will  experience 
a  low  growth  and  poor  export  performance  for  the  year  to  come. 

It  is  also  very  important  that  the  declining  trend  in  real  capital  formation 
since  1983  be  reversed.  If  the  devaluation  restores  business  confidence  in  the 

9Ross  Muir,  "Survey  of  Recent  Developments,"  Bulletin  of  Indonesian  Economic  Studies 
(August  1986),  pp.  22-23. 

10Anne  Booth,  "Survey  of  Recent  Developments,"  Bulletin  of  Indonesian  Economic  Studies 
(December  1986),  p.  1. 
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Rupiah  and  in  the  fundamental  health  of  the  economy  then  it  is  reasonable  to 
expect  that  much  of  the  capital  which  has  flowed  abroad  over  the  last  year  or 
more  will  be  repatriated  and  invested  productively,  otherwise  the  prospect  for 
capital  formation,  economic  growth  and  employment  in  the  next  few  years  are 
bleak.  On  the  cost  side,  a  devaluation  would  increase  the  Rupiah  service 
payments  on  the  existing  foreign  debt  and  may  also  have  inflationary  effects 
through  prices  of  tradables.  Furthermore  it  would  have  a  particularly  negative 
effect  on  foreign  investments  which  rely  on  foreign  borrowings,  though  many 
would  be  protected  by  the  government's  SWAP  facilities.11 

Since  January  1986,  the  oil  price  has  fallen  by  almost  half.  The  magnitude 
of  the  decline  in  Indonesia's  terms  of  trade  during  the  first  months  of  1986  and 
great  uncertainty  and  improbability  of  any  significant  improvement  in  the 
world  oil  market  forced  the  government  to  take  drastic  steps  to  correct  fun- 
damental disequilibrium  both  in  the  balance  of  payments  and  the  government 
budget,  and  to  ensure  economic  stability.  The  stabilisation  and  adjustment 
policies  pursued  by  the  government  have  had  a  major  impact  on  reducing  im- 
ports since  1982.  All  categories  of  imports  declined  with  capital  goods  falling 
particularly  sharply. 

In  1987,  the  Indonesian  economy  is  expected  to  return  to  a  slow  growth 
path  with  a  growth  rate  of  2.9  per  cent.  The  inflation  rate  in  1987  is  estimated 
to  be  6.2  per  cent  reflecting  the  effect  of  the  Rupiah  devaluation.12 


MALAYSIA 

The  Malaysian  economy  has  arrived  at  an  important  cross  road  in  its  effort 
towards  further  development.  The  growth  as  rapid  as  that  in  the  sixties  and 
seventies  of  about  8  per  cent  per  annum  in  real  terms  cannot  be  sustained  in  the 
eighties  as  a  result  of  the  changed  international  economic  environment.  The 
trading  environment  which  Malaysia  has  to  face  continued  to  be  affected  by 
severe  declines  in  the  prices  of  major  primary  commodities  such  as  rubber, 
palm  oil,  tin  and  petroleum. 

The  year  1985  marked  the  end  of  the  Fourth  Malaysia  Plan  1981-1985  and 
the  year  1986  marked  the  beginning  of  the  Fifth  Malaysia  Plan  1986-1990.  The 
years  1981-1985  imposed  considerable  constraints  on  the  growth  and  develop- 
ment of  Malaysia,  an  open  economy,  due  to  the  severity  of  the  international 
economic  recession. 


"Ibid.,  pp.  24-25. 

^Economic  Outlook  (1986,  1987)  of  ASEAN  Countries,  South  Korea  and  Taiwan  (Institute  of 
Developing  Economics,  December  1986),  pp.  3-4. 


ASEAN'S  ECONOMIC  PERFORMANCE 


453 


The  international  economic  recession  during  the  early  1980s  led  to  an  un- 
precedented deficit  in  the  current  account  of  the  balance  of  payments  of  MS8.4 
billion  in  1982,  amounting  to  14.1  per  cent  of  the  GNP,  mainly  due  to  a  large 
increase  in  the  public  sector  expenditure  as  a  result  of  the  counter  cyclical 
policy  adopted  by  the  government  to  counter  the  recession.  The  emergence  of 
a  substantial  resource  gap  in  1982  required  the  government  to  re-examine  its 
economic  policies  and  to  move  resolutely  to  resolve  the  twin  deficits  in  the 
public  sector  and  the  balance  of  payments.13 

In  addition  to  reducing  and  consolidating  the  public  sector  expenditure,  the 
privatisation  of  major  public  sector  activities  was  pursued  vigorously,  thus 
reducing  the  demand  on  resources  of  the  public  sector  as  well  as  contributing 
towards  increased  productivity  and  efficiency.  The  merchandise  account  of  the 
balance  of  payments  which  enjoyed  a  continuous  surplus  since  1983  recorded 
MS8.9  billion  in  1985  and  is  expected  to  record  more  surplus  in  1986.  The 
surplus,  envisaged  in  the  merchandise  account,  is  however  an  inadequation  to 
offset  the  growing  deficit  in  the  service  account  of  the  balance  of  payments, 
due  especially  to  the  net  payments  on  investment  income. 14 

The  net  payments  on  investment  income  increased  steadily  from  M$1.8 
billion  in  1981  to  MS5.7  billion  in  1985  and  possibly  with  the  same  amount  in 
1986.  The  deficit  in  the  current  account  of  the  balance  of  payments  is  expected 
to  be  financed  by  foreign  private  investments  and  official  borrowing  from 
abroad.  The  current  account  deficit  recorded  M$8.1  billion  in  1983,  M$3.7 
billion  in  1984  and  M$1.8  billion  in  1985.  The  current  account  deficit  and  the 
need  to  resort  to  external  financing  is  due  to  the  inadequacy  and  the  short-fall 
of  national  savings  to  finance  total  domestic  investment15 

In  1985,  under  the  deflationary  impact  of  falling  commodity  prices  and  the 
severe  deterioration  in  the  terms  of  trade,  the  growth  rate  of  real  GDP  declined 
by  1.0  per  cent  after  experiencing  a  strong  growth  of  7.8  per  cent  in  1984.  The 
growth  rate  in  1986  is  expected  to  be  better  than  1985,  though  prices  of  the  ma- 
jor commodities  continue  to  decline.  To  stabilise  the  economy  in  1986  in  the 
face  of  the  continuing  recession,  the  government  moved  to  formulate  a  pro- 
gramme of  action  as  well  as  to  implement  several  measures.  A  set  of  macro- 
economic  stabilisation  measures  have  been  implemented  to  counter  the  effects 
of  the  deflationary  impact.  These  measures  are  aimed  at  generating  more 
employment,  increasing  domestic  activities,  improving  the  financial  position 
of  the  public  sector,  raising  private  and  public  savings,  and  vitalising  the 
growth  of  the  private  sector.16 

''Malaysia,  Ministry  of  Finance,  Economic  Report  1985/1986,  p.  17. 
14Idem,  Economic  Report  1986/1987,  p.  21. 
l5lbid.,  p.  26. 
,6lbid.,  p.  25. 
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The  national  investment-saving  gap  in  1986  is  expected  to  widen  from 
M$1.8  billion  in  1985  to  M$3.2  billion.  It  is  therefore  crucial  that  the  level  of 
savings  in  the  economy  be  increased  sufficiently.  With  the  strong  dependency 
of  savings  upon  GNP  level,  which  is  significantly  influenced  by  exports, 
various  measures  to  improve  the  balance  of  payments  position  should  be 
focused  on  strengthening  the  performance  of  the  exports  sector,  The  govern- 
ment has  provided  various  incentives  and  inducements  to  promote  the 
manufacturing  sector  exports.  In  1985,  provisions  of  the  Industrial  Co- 
ordination Act  of  1975  have  been  liberalised  and  among  other  things  the  ex- 
emption limit  on  licensing  requirements  was  raised  from  M$250,000  to  M$l 
million  of  shareholders  funds,  and  the  number  of  workers  permitted  without 
approval  was  also  raised  from  25  to  50.  Guidelines  for  foreign  equity  par- 
ticipation were  also  relaxed  to  allow  greater  foreign  investment  inflow  and  ex- 
pansion of  manufacturing  activities.17 

Apart  from  the  continuous  effort  to  narrow  the  resource  gap  in  the 
economy,  the  government  improved  the  investment  climate  through  various 
measures  aimed  at  reducing  the  cost  of  doing  business.  The  growth  of  GNP 
was  outpaced  by  an  expansion  in  domestic  demand  as  a  result  of  the  rapid 
growth  in  the  public  sector  investment  and  expenditure. 

Under  the  impact  of  falling  exports  earnings  on  goods  and  services  and  the 
appreciation  of  major  currencies  against  the  Ringgit,  the  debt-service  ratios  of 
the  Federal  government  and  the  broad  public  sector  in  1986  are  expected  to  in- 
crease to  7.9  per  cent  and  12.6  per  cent  respectively  from  6.6  per  cent  and  9.2 
per  cent  in  1985.  The  national  debt-service  ratio  in  1986  will  increase  to  20.7 
per  cent  from  15.6  per  cent  in  1985. 18 

In  1987,  it  is  assumed  that  the  crude  oil  price  will  recover,  that  major 
primary  commodity  prices  will  at  least  cease  to  fall  and  that  export  of 
manufactured  goods  will  increase  steadily.  The  government's  tight  expen- 
ditures cannot  be  expected  to  pull  up  the  economy.  The  growth  rate  of  GDP 
and  inflation  rate  of  Malaysia  in  1987  are  estimated  to  be  1.7  per  cent  and  1.6 
per  cent  respectively.19 

THE  PHILIPPINES 

Starting  in  late  1983,  the  Philippines  experienced  the  worst  economic, 
financial  and  social  crisis  in  its  postwar  history.  Errors  in  economic  manage- 
ment and  concentration  and  abuse  of  power  by  the  Marcos  regime  resulted  in 

"Ibid.,  p.  28. 
xiIb\d.,  p.  27. 

19 'Economic  Outlook  (1986,  1987),  pp.  5-6. 
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the  persistent  problems  of  poverty  and  income  inequality,  unemployment  and 
underemployment,  urban/rural  and  regional  disparities,  and  structural  ineffi- 
ciencies. Inappropriate  economic  policies  including  high  tariffs  and  an  over- 
valued currency  perpetuated  the  structural  inefficiencies  in  social  production, 
adversely  affected  the  agriculture  sector  and  favoured  the  industrial  sector 
because  it  enjoyed  a  relatively  high  level  of  protection.20 

Thus,  the  economy  depended  on  relatively  inefficient  industries  and  non- 
diversified  agriculture  of  a  few  primary  commodities. 

Expansionary  fiscal  and  monetary  policies  adopted  in  the  last  two  decades 
were  reflected  in  an  accelerated  investment  programme  which  rose  from  6  per 
cent  of  GNP  in  1979  to  7.4  per  cent  of  GNP  in  1983  and  a  double  digit  infla- 
tion rate  which  reached  50  per  cent  in  1984.  Public  investments  channelled  to 
totally  unproductive  and  low  priority  areas  with  long  gestation  period  did  not 
yield  the  expected  economic  and  social  returns.  Public  resource  mobilisation 
slowed  down,  revenue  efforts  declined  and  thus  led  to  a  large  and  growing 
budgetary  deficit  which  peaked  at  4.3  per  cent  in  1982.  The  deficits  were- 
covered  by  foreign  borrowings,  which  in  1982,  financed  over  70  per  cent  of  the 
total  public  sector  budgetary  deficit.21 

The  government  launched  an  economic  recovery  programme  in  late  1984 
aiming  to  attain  external  and  internal  stability  and  to  restore  the  normal 
growth  process.  Consequently,  the  annual  inflation  rate  dropped  to  23  per  cent 
in  1985  from  63  per  cent  in  October  1984.  Large  cutbacks  in  imports  which 
went  down  by  18.9  per  cent  in  1984  and  by  15.8  per  cent  in  1985  improved  the 
current  account  balance.22 

But  the  cost  of  mismanagement  of  the  economy  was  high  in  terms  of 
decreased  output  by  6.8  per  cent  and  3.8  per  cent  in  1984  and  1985  respective- 
ly. Unemployment  has  swollen  from  10.4  per  cent  in  1983  to  12.5  per  cent  in 
1985.  In  Metro  Manila,  the  unemployment  rate  reached  24.9  per  cent  in  1985. 
Underemployment,  or  the  proportion  of  persons  working  less  than  40  hours  a 
week  remained  substantial  at  37.9  per  cent  in  1985.23 

Industry  was  the  worst  hit  and  contracted  by  about  20  per  cent  from  1983 
to  1985  as  the  contraction  of  the  domestic  market  partly  due  to  significant  cuts 
in  public  expenditure,  the  dampened  performance  of  manufactured  non- 
traditional  exports,  and  the  foreign  exchange  shortage  led  to  substantial  cuts  in 
raw  material  imports.24 

™Draft  Medium  Term  Philippines  Development  Plan,  1987-1992  (October  1986),  p.  21. 
21Ibid.,  p.  2. 
12Ibid.,  p.  10. 
23Ibld.,  p.  10-11. 
uIbid.,  p.  10. 
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Private  investments  fell  significantly.  Total  investments  declined  by  5  per 
cent  in  1983  and  much  more  in  the  succeeding  years  at  36  per  cent  in  1984  and 
21  per  cent  in  1985  due  to  the  high  interest  rates  resulting  from  the  effort  to 
mop  up  excess  liquidity  in  the  economy  brought  about  by  the  heavy  spending 
during  the  1984  local  election. 

As  debt  accumulated,  the  share  of  debt  service  to  national  budget  increased 
from  15.9  per  cent  in  1983  to  23.6  per  cent  in  1984  and  23.0  per  cent  in  1985.25 

The  relative  neglect  of  agriculture  largely  contributed  to  spatial  growth  im- 
balances. Urban  and  rural  imbalances  are  the  combined  effects  of  the  urban 
bias  in  the  allocation  of  financial,  manpower  and  physical  resources  aside 
from  the  geographically  uneven  distribution  of  natural  resources.  Macro- 
economic  policies  have  also  contributed  to  the  uneven  growth  among  and 
within  regions  and  the  unbalanced  regional  population  distribution.26 

In  1985,  real  per  capita  income  was  set  back  by  ten  years  as  it  plunged  to  its 
1975  level  and  around  6  million  or  59  per  cent  of  the  total  families  were  con- 
sidered poor  compared  to  49  per  cent  in  1971 .  Relative  poverty  as  indicated  by 
the  maldistribution  of  income  and  wealth  remains  a  fundamental  problem. 
The  distribution  of  income  has  been  and  continues  to  be  very  unequal.  In 
1985,  the  lowest  20  per  cent  and  60  per  cent  of  families  received  share  of  only 
5.2  per  cent  and  27.3  per  cent  of  the  total  income  respectively  compared  to  the 
37  per  cent  share  of  the  top  10  per  cent  of  families.27 

At  the  end  of  October,  1986  the  IMF  agreed  to  provide  the  Philippines  with 
422  million  SDR  units  in  its  19th  standby  credit.  In  connection  with  this  the 
Philippine  cabinet  adapted  the  Medium  Term  Development  Plan  1987-1992. 
The  Philippines  has  established  a  definite  scenario  for  the  economic  recon- 
struction. The  Asian  Development  Bank  under  its  1986-1987  loan  programme 
also  approved  the  extension  of  US$100  million  in  special  loans  for  36  Philip- 
pine projects.  By  the  middle  of  1986,  contracts  of  ¥16.6  billion  were  con- 
cluded for  the  modernisation  of  the  aviation  security  system,  flood  warning 
system  for  dams  and  local  water  system  projects  by  the  Japanese  Govern- 
ment.28 

Philippine  development  efforts  shall  be  principally  directed  towards  the 
following  goals:  the  alleviation  of  poverty,  generation  of  more  productive 
employment,  promotion  of  equity  and  social  justice  and  the  attainment  of  a 
sustainable  economic  growth.  These  objectives  can  be  realised  if  economic 

"Ibid.,  p.  10. 
26Ibid.,  p.  11. 
21Ibid.,  p.  12. 

^Economic  Outlook  (1986,  1987),  p.  8. 
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growth  is  sustained  along  with  the  reduction  in  the  population  growth,  and  in 
turn,  a  more  sustained  growth  can  be  achieved  if  economic  recovery  succeeds. 
The  Philippines  economic  growth  will  be  aided  by  a  positive  world  economic 
growth  which  will  possibly  be  spurred  mainly  by  a  relative  stability  in  oil 
prices,  real  interest  rates  and  moderate  inflation.  The  growth  of  the  advanced 
economies  especially  the  growth  of  the  US  economy  is  the  vital  factor  for  the 
Philippine  economy.29 

The  implementation  of  essential  and  consistent  policy  reforms  shall  enable 
the  economy  to  recover  and  sustain  growth  while  maintaining  internal  and  ex- 
ternal stability  the  years  to  come. 

In  1987,  public  investments  will  increase  the  support  of  foreign  assistance. 
As  this  will  also  inspire  private  investments,  the  Philippine  economy  is  for- 
casted  to  achieve  an  investment  -  led  GDP  growth  of  3.8  per  cent  in  1987. 30 


SINGAPORE 

The  rate  of  growth  of  GDP  in  1985  was  -1.8  per  cent.  Singapore  has  ex- 
perienced the  first  negative  growth  rate  after  growing  at  an  average  annual  rate 
of  10  per  cent  since  "its  independence  in  1965.  The  negative  growth  of  the 
economy  was  the  result  of  a  confluence  of  a  number  of  trends  affecting  both 
domestic  and  external  demands.  The  major  industries  such  as  oil-and-marine 
related  industries  were  adversely  affected  by  the  structural  change  in  the  global 
demand  and  supply  conditions.  The  international  competitiveness  and  pro- 
fitability of  companies  were  eroded  by  rapidly  rising  operating  costs.31 

The  manufacturing  sector  underwent  major  structural  changes  during  the 
period  1980-1985.  After  a  strong  growth  in  1980-1981,  output  fell  in  1982  as  a 
result  of  the  global  recession,  before  recovering  in  1983.  There  was  a  brisk 
growth  in  1984,  due  mainly  to  the  boom  in  the  electronics  and  construction- 
related  industries.  However,  the  growth  in  1984  was  not  sustained  and  1985 
saw  a  slump  in  the  manufacturing  output.  As  a  result  of  economic  restructur- 
ing, labour  intensive  industries  have  shrunk,  while  there  has  been  a  flow  of 
new  investments  into  new  technology  industries  such  as  electronics,  and  com- 
puters. However,  the  sector  faces  serious  problems.  Firstly,  key  industries  such 
as  shipbuilding  and  ship  repairing  and  petroleum  refining  have  contracted 
because  of  the  changed  global  conditions.  Secondly,  the  manufacturing  sector 
has  suffered  a  decline  in  cost  competitiveness  in  the  world  market.  Thirdly, 

19 Philippine  Development  Plans,  p.  13. 
^Economic  Outlook  (1986,  1987),  p.  9. 

31Republic  of  Singapore,  Ministry  of  Trade  and  Industry,  Economic  Survey  of  Singapore, 
1985,  pp.  3-4. 
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small  local  businesses  face  difficulties  in  restructuring,  upgrading  and 
automating  their  operations  because  of  the  lack  of  technical,  management  and 
financial  capabilities.  Industrial  output  in  1985  fell  by  7  per  cent  after  ex- 
panding strongly  in  1984.  The  output  of  most  major  industries  declined,  with 
the  exception  of  printing  and  publishing,  chemical  products  and  industrial 
chemicals.  The  printing  and  publishing  industry  was  successful  in  increasing  its 
book  export  business.32 

Singapore's  economy  depends  heavily  upon  the  exports  of  goods  and  ser- 
vices to  the  rest  of  the  world.  Exports  constitute  about  two-thirds  of 
Singapore's  total  demand.  Between  1980  and  1984,  however,  growth  in  exter- 
nal demand  slowed  down  considerably  to  only  8  per  cent  from  1 1  per  cent  in 
the  period  1975-1979  because  of  the  global  recession.  The  Singapore  economy 
was  boosted  by  capital  expenditure  extended  vigorously  by  15  per  cent  during 
this  period  on  public  housing  and  private  properties.  In  1985,  the  total  demand 
declined  by  3  per  cent.  Especially  external  demand  for  Singapore's  goods  and 
services  declined  by  2  per  cent  as  growth  in  the  world  economy  slowed  down 
and  Singapore's  exports,  such  as  electronic  products  became  less  competitive. 
The  world  shipping  slump  and  reduced  oil  exploration  activities  also  led  to  a 
decline  in  the  demand  for  ships  and  boats.  Exports  of  petrochemicals  in- 
creased briskly  with  the  petrochemical  complex  in  full  production.  Exports  of 
services  fell  by  3  per  cent.  Because  of  less  international  trading  activities,  ports 
services  and  charter  services  declined.  Offshore  banking  and  insurance  services 
and  aircraft  servicing,  however,  continued  to  expand.  The  balance  of 
payments  continued  to  enjoy  a  surplus  of  US$3  billion,  despite  the  decline  in 
external  demand.  Singapore's  foreign  reserves  reached  US$27  billion  due  to 
the  continued  large  inflow  of  foreign  capital.33 

The  contraction  process  stopped  in  the  first  quarter  of  1986  and  the  growth 
rate  reached  4.1  per  cent  in  the  second  quarter.  The  electronic  products  and 
parts  sector  has  been  booming  since  the  beginning  of  1986,  followed  by 
recoveries  in  the  electrical  machinery,  oil  refining,  ship  repair  and  garment  sec- 
tors in  the  second  quarter.  Shipbuilding  remains  stagnant.  Wholesale  and 
retail  trade  sectors  in  1986  remained  rather  sluggish  due  to  the  inactive 
economic  condition  in  the  neighbouring  countries.  It  is  difficult  to  expect 
drastic  improvements  in  1987. 

In  summary,  the  Singapore  economy  has  hit  the  bottom  during  1986,  and 
turned  to  a  positive  growth  of  1 .4  per  cent.  Moreover  in  1987,  since  the  change 
in  the  mid  and  long-term  tax  structure  and  wage  policies  will  be  accomplished 
in  accordance  with  the  recommendation  of  the  economic  committee  in 
February  1986,  and  also  since  the  increase  of  foreign  direct  investment  from 

nibid.,  p.  15. 
33Ibid.,  pp.  4-6. 
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Japan,  USA,  and  other  advanced  countries  is  expected,  the  GDP  growth  rate 
will  be  2  per  cent.34 

THAILAND 

In  1985  the  Thai  economy  was  heavily  buffeted  by  external  conditions  and 
events.  The  broad  ranging  trade  protection  measures  adopted  by  the  USA, 
which  has  been  Thailand's  major  market  and  marked  increases  in  food  pro- 
duction in  some  countries  which  used  to  be  Thailand's  customers  like  In- 
donesia, India  and  Vietnam,  and  the  substitution  of  new  substances  for  some 
traditional  primary  commodities  led  to  a  15  per  cent  drop  in  prices  for  primary 
commodities.  The  Thai  government's  restrictive  monetary  and  fiscal  measures 
reduced  the  purchasing  power  of  the  government  and  of  the  public.  These 
measures  included  the  devaluation  of  the  Baht,  very  low  growth  in  budgetary 
expenditures,  a  limit  of  commercial  bank  credit  growth  and  limits  on  the  open- 
ing of  L/Cs.  These  measures  were  clearly  responsible  for  worsening  the  re- 
cession and  the  stifling  trade.35 

In  1985  the  Thai  economy  experienced  a  4.0  per  cent  rate  of  growth  of 
GDP,  one  of  the  lowest  rates  in  25  years  since  social  and  economic  develop- 
ment plan  began.  The  government  tried  to  ease  restrictive  monetary  measures 
in  order  to  stimulate  the  economy. 

In  spite  of  the  devaluation  of  the  Baht,  exports  of  manufactured  products 
did  not  grow  as  much  as  being  expected  due  to  the  trade  restriction  measures 
introduced  by  industrialised  countries.  The  trade  and  current  account  deficits 
in  1985  fell  only  slightly.  The  value  of  exports  expanded  by  9.5  per  cent  due  to 
the  efforts  of  exporters  and  the  devaluation  of  the  Baht,  but  when  measured  in 
foreign  currencies,  exports  declined  by  4  per  cent  due  to  poor  agricultural  com- 
modity prices.  Import  volume  fell  because  of  stagnation  in  trade  and  invest- 
ment but  import  value  increased  by  5.5  per  cent.  A  sharp  rise  in  the  foreign  debt 
burden  made  it  necessary  for  the  government  to  put  a  lid  on  foreign  borrow- 
ings and  reduce  budgetary  expenditures,  cutting  deeper  into  the  purchasing 
power,  and  growth  of  deposits  and  credits  at  commercial  banks  was  severely 
limited. 

Stagnation  in  both  the  government  and  private  sector  investment  led  to  lit- 
tle growth  in  the  market  for  labour,  while  the  number  of  new  entrants  into  the 
labour  market  was  high.  The  workforce  grew  to  27  million  in  a  population  of 
52  million.  Of  these  25.3  million  were  employed  while  open  unemployment  af- 
fected 1.7  million  or  6.3  per  cent  of  the  workforce.  The  educated  unemployed 
are  thought  to  number  some  165,700  as  over  the  last  half  decade  large  numbers 

^Economic  Outlook  (1986,  1987),  pp.  10-11. 
"Bangkok  Bank  Monthly  Review  (March  1986),  p.  109. 
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have  been  graduating  from  universities  and  teaching  colleges,  while  suitable 
opening  in  business,  industry  and  civil  services  have  been  limited.36 

The  government  has  employed  several  measures  to  combat  the  problems, 
but  during  the  last  four  or  five  years  the  constraint  of  trade  deficits  and  foreign 
debt  burden  have  prevented  the  government  from  following  growth  oriented 
policies  that  would  lead  to  higher  incomes  and  increased  employment.  In  1986 
Thailand's  external  position  has  improved  due  to  sharp  drops  in  oil  prices  and 
interest  rates  abroad.  Since  G5  intervened  to  bring  down  the  value  of  the 
Dollar,  Thai  manufactured  exports  have  become  competitive  in  the  world 
markets.  These  favourable  circumstances  will  give  Thailand  a  good  opportuni- 
ty to  revitalise  the  economy  and  solve  the  problems.37 

Prices  of  agricultural  products  were  so  soft  that  the  purchasing  power  of 
the  majority  of  the  people  was  affected,  while  the  Yen  appreciated  sharply 
pushing  up  the  costs  of  inputs  from  Japan  and  prices  of  products  like  cars  and 
electrical  appliances.  And  durable  import-substitution  industries  dropped  their 
production  and  sales.  On  the  contrary,  exports-oriented  industries  expanded 
their  activities,  as  Thai  products  became  more  competitive  in  world  markets. 
Industries  enjoying  expansion  of  activities,  included  textiles  and  garments, 
footwear,  integrated  circuits,  ball  bearings  for  the  manufacture  of  electronic 
equipment,  food-stuff  canning  and  furniture.38 

As  for  the  investment  situation,  both  public  and  private  sector  investment 
was  at  a  low  level  during  the  first  half  of  the  year.  With  the  government's  two 
major  steps  taken  in  October,  the  investment  situation  would  improve.  First, 
the  Eastern  Seaboard  Development  Committee  made  a  decision  to  go  ahead 
with  all  projects  connected  with  the  Laem  Chabang  deep-sea  port.  Second,  the 
Board  of  Investment  revised  its  conditions  and  requirements  for  granting  pro- 
motional privileges.39 

When  a  new  government  was  formed  in  August,  1986  two  most  important 
subjects,  the  budget  for  fiscal  1987  and  the  Sixth  National  Development  Plan 
(1987-1991)  were  waiting  the  new  government  deliberation.  The  government 
decided  to  increase  the  total  budgetary  expenditure  to  Baht  227.5  billion  from 
the  original  Baht  226  billion  set  by  the  previous  government.  The  government 
approved  the  Sixth  Development  Plan  which  took  effect  on  October  1,  1986. 
The  primary  objectives  of  the  plan  are  to  solve  poverty,  unemployment  and 
fiscal  imbalance  problems  through  three  strategies,  namely  increased  efficien- 
cy in  development  through  the  improvement  of  various  tools  and  mechanism, 

36Ibid.,  p.  111. 

"Bangkok  Bank  Monthly  Review  (August  1986),  p.  338. 
^Bangkok  Bank  Monthly  Review  (September  1986),  p.  384. 
39 'Bangkok  Bank  Monthly  Review  (November  1986),  p.  462. 


ASEAN'S  ECONOMIC  PERFORMANCE 


461 


diversification  of  production  and  marketing  structures  in  line  with  the  market 
demand  and  resource  endowment,  and  distribution  of  income  and  pros- 

..  Af) 

penty. 

According  to  the  IDE's  estimation  the  recovery  led  by  manufactured  ex- 
ports will  last  for  several  years  raising  the  annual  growth  rate  to  5.3  per  cent  in 
1987.41 


CONCLUSION 

The  majority  of  the  ASEAN  economies  with  the  exception  of  Singapore 
and  Brunei  continue  to  be  primary  sector  based.  The  production  of  crude  oil  in 
the  ASEAN  countries  such  as  Brunei,  Indonesia  and  Malaysia  is  expected  to 
decline  in  1987.  According  to  the  new  quotas  by  OPEC,  production  is 
estimated  at  1.133  million  barrels  a  day  in  Indonesia,  474,800  barrels  a  day  in 
Malaysia  and  155,000  barrels  a  day  in  Brunei.  Liquified  natural  gas  is  also  pro- 
duced in  the  three  countries  and  the  production  is  expected  to  ''ncrease  to  offset 
the  decline  in  crude  oil  revenues. 

International  economic  integration  involving:  (1)  the  formation  of  free 
trade  areas;  (2)  customs  unions;  (3)  common  markets;  and  (4)  full  economic 
unions  among  groups  of  countries  is  a  widely  supported  objective  of  policy  to- 
day both  in  advanced  and  in  developing  countries. 

Several  contributions  to  the  theory  of  custom  unions  have  suggested  that 
the  desirability  of  a  union  be  evaluated  with  reference  to  its  trade-creating  and 
trade  diverting  effects. 

In  the  field  of  trade,  ASEAN  had  agreed  to  implement  the  ASEAN 
Preferential  Quota  Scheme  to  further  promote  intra-ASEAN  trade.  So  far 
trade  among  ASEAN  countries  decreased  from  USS27.2  billion  in  1984  to 
USS24.5  billion  in  1985.  However,  about  40  per  cent  of  intra-ASEAN  trade  is 
dominated  by  Singapore  and  they  are  mainly  for  re-export  to  non-ASEAN 
countries.  There  exists  a  strong  political  will  to  push  ASEAN  into  a  mutually 
beneficial  regional  entity.  Intra-ASEAN  trade  should  be  promoted. 


^Bangkok  Bank  Monthly  Review  (November  1986),  p.  461 
M Economic  Outlook  (1986,  1987),  p.  13. 


Japan  as  a  Regional  Power 

Chulacheeb  CHINWANNO 


Japan,  a  major  external  power  in  Southeast  Asia,  is  often  seen  as  a  one- 
eyed  giant  because  its  interest  has  been  mainly  economic  and  it  seems  to  play 
only  an  economic  role  in  Southeast  Asia  while  avoiding  political  or  security 
roles.  Japan's  predominant  concern  with  economic  activities  in  the  region  is 
quite  understandable  because  Southeast  Asia  is  Japan's  major  source  of  essen- 
tial raw  materials  as  well  as  substantial  market  for  her  manufactured  goods. 

However,  various  changes  have  occurred  in  international  politics  at  the 
global  and  regional  levels  over  the  past  forty  years  since  the  Second  World 
War.  Japan,  now  a  leading  economic  power  second  only  to  the  US,  has  to  face 
these  realities  and  may  have  to  become  a  more  than  one-eyed  giant  in  the 
future.  Japan  has  to  play  other  roles  in  addition  to  an  economic  one  as  a 
regional  power,  not  only  to  commensurate  its  economic  status  but  also  to  con- 
tribute to  the  prosperity  and  stability  in  the  Southeast  Asian  region. 

This  paper  is  an  attempt  to  look  at  Japan's  relations  with  Southeast  Asia, 
especially  ASEAN,  and  its  roles  as  a  regional  power. 

POST-WAR  JAPAN  AND  SOUTHEAST  ASIA:  ECONOMIC  DIPLO- 
MACY 

In  order  to  understand  Japan's  relations  with  Southeast  Asia,  one  has  to 
look  at  the  post-war  Japanese  foreign  policy,  as  well  as  the  international  con- 
ditions in  East  and  Southeast  Asia,  especially  the  strategic  policy  of  Japan's 
major  ally,  the  United  States  vis-a-vis  the  region. 


Dr.  Chulacheeb  Chinwanno,  Director,  Center  for  Asian  and  Pacific  Studies,  Thammasat 
University. 
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After  the  defeat  in  the  Second  World  War,  Japan  became  reluctant  to  get 
involved  in  international  as  well  as  regional  politics.  It  appeared  that  the  main 
theme  of  Japanese  foreign  policy  in  the  post-war  period  emphasized  the 
separation  of  economic  considerations  from  political  ones  (seikei  bunri).  This 
policy  not  only  contributed  significantly  to  the  economic  growth  of  Japan,  but 
also  enabled  Japan  to  keep  a  low  profile  in  international  political  and  security 
affairs. 

The  international  environment  in  the  1950s  also  facilitated  Japan's  foreign 
policy,  because  the  global  politics  was  dominated  by  the  United  States  and  its 
rivalry  with  the  Soviet  Union.  In  addition,  the  victory  of  the  Chinese  Com- 
munist Party  on  mainland  China  in  1949  and  the  subsequent  Korean  War  in 
the  early  1950s  led  the  United  States  to  extend  the  containment  policy  to  Asia. 
Consequently,  the  United  States  decided  to  boost  the  recovery  of  Japanese 
economy  and  to  make  Japan  an  anti-communist  bastion  in  Asia.  Both  the 
United  States  and  Japan2  also  realised  that  Southeast  Asia  was  strategically 
and  economically  important  not  only  because  of  its  location,  but  also  because 
of  the  food  and  raw  materials  it  supplied  to  Japan  as  well  as  to  many  other 
countries. 

Japan's  enthusiasm  about  the  prospect  of  doing  business  with  Southeast 
Asia  can  be  seen  in  the  June  16,  1953  statement  of  Prime  Minister  Yoshida 
Shigeru: 

I  do  not  think  it  is  necessary  to  dwell  upon  the  importance  of  our  relations  with  Southeast 
Asia,  since  we  can  not  expect  much  from  trade  with  China.  The  government  desires  to  extend 
every  possible  co-operation  for  the  prosperity  of  the  countries  of  Southeast  Asia  in  the  form 
of  capital,  technique,  service  or  otherwise  in  order  thus  to  advance  further  the  relations  of  re- 
ciprocal benefit  and  common  prosperity.3 

At  the  same  time,  several  leaders  in  Southeast  Asian  countries  perceived 
their  countries  confronting  the  problems  of  communist  infiltration.'and  de- 
cided to  take  on  an  anti-communist  policy.  Moreover,  they  thought  of  the 
economic  development  and  industrialisation  as  a  means  to  cope  and  contain 
these  problems.  Japan  was  thus  looked  upon  as  another  country  besides  the 
United  States  which  could  provide  what  was  needed  for  their  economic 
development. 

Japan  then  negotiated  and  concluded  the  reparation  agreements  with 
various  countries  in  Southeast  Asia,  for  example  with  Burma  in  1954,  the 

'This  concept  was  conceived  in  the  1950s  as  a  means  for  Japan  to  trade  with  Communist 
China.  See  Masahide  Shibuzawa,  Japan  and  the  Asian  Pacific  Region:  Profile  of  Change  (Lon- 
don: Croom  Helm  for  the  Royal  Institute  of  International  Affairs,  1984). 

2See  J.W.  Dower,  Empire  and  Aftermath:  Yoshida  Shigemaru  and  the  Japanese,- 1878-1954 
(Cambridge:  Harvard  University  Press,  1979). 

3Cited  by  K.V.  Kesavan,  Japan's  Relations  with  Southeast  Asia  1952-1960  (Bombay:  Someiya 
Publication,  1972),  p.  123. 
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Philippines  in  1956,  Indonesia  in  1958,  and  South  Vietnam  in  1959.  The 
reparation  payments  were  in  the  form  of  goods,  equipment  and  services,  and  it 
appeared  that  "the  programme  (of  war  reparations)  served  to  recondition  the 
people  of  the  region  to  Japanese  goods,  Japanese  spare  parts  and  Japanese 
practices  ...  in  brief  to  a  resurrected  and  refurbished  Japanese  presence."4  The 
reparations  payment  not  only  allowed  Japan  to  normalise  the  relations  with 
Southeast  Asian  nations,  but  also  paved  the  way  for  Japan's  expansion  of 
economic  activities  in  the  region. 

Japan  saw  the  economic  viability  and  political  stability  of  the  region  as 
essential  for  her  economic  activities.  Thus,  Japan,  for  the  next  two  decades, 
began  a  vigorous  pursuit  of  what  Foreign  Minister  Shigemetsu  Mamoru  called 
"economic  diplomacy"  (keizai  gaiko);  the  promotion  of  trade  and  economic 
co-operations  in  order  to  stabilise  the  region.5 

In  addition,  Japan  also  intensified  its  economic  aids  to  Southeast  Asia  and 
had  by  the  early  1970s  became  the  principal  aid  donor  for  Indonesia  and 
Malaysia  exceeding  the  United  States,  and  also  became  the  primary  donor  to 
the  Philippines  and  Thailand.  Japan's  economic  aids  seemed  to  facilitate  the 
sale  of  Japanese  manufactured  goods  and  to  promote  trade  expansion  with 
Southeast  Asia.  Moreover,  Japanese  private  investment  also  poured  into  the 
region  in  search  for  cheap  labour,  and  by  the  early  1970s  Japan  became  one 
of  the  leading  investors  in  the  region. 

Japan  throughout  these  years  concentrated  only  on  her  economic  role  and 
avoided  the  involvement  in  the  politics  of  the  cold  war.  In  fact,  Japan  left  it  to 
the  United  States  to  play  the  "World  Policeman"  role.  As  long  as  the  United 
States  remained  present  in  Asia  and  Southeast  Asia,  Japan  did  not  have  to 
worry  or  want  to  change  its  rather  successful  foreign  policy  of  economic 
diplomacy. 

However,  it  had  become  increasingly  obvious  to  the  people  in  Southeast 
Asia  that  Japanese  "economic  diplomacy"  towards  the  region  was  dictated  by 
commercial  motives  and  was  mainly  concerned  with  profits  from  trade  and 
with  obtaining  natural  resources  for  her  industries.  As  Japan  continued  to  ex- 
pand her  economic  activities  into  the  region,  anti- Japanese  feeling  and 
criticism  began  to  surface. 

In  Thailand,  students,  led  by  the  National  Students  Centre  (NSC),  organ- 
ised an  anti-Japanese  goods  movement,  boycotting  Japanese  products  at 

4RauI  S.  Manglapus,  Japan  in  Southeast  Asia:  Collision  Course  (New  York:  Carnegie  Endow- 
ment for  International  Peace,  1976),  p.  4. 

'Donald  C.  Hellmann,  Japan  and  East  Asia:  The  New  International'  Order  (New  York: 
Praeger  Publishers,  1972),  p.  68. 
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various  department  stores  in  Bangkok  for  10  days.  The  students  cited  the 
issues  of  trade  imbalance  and  Japanese  economic  and  cultural  aggression  and 
domination  as  the  causes  for  launching  the  movement. 

The  anti- Japanese  feeling  in  Southeast  Asia  also  manifested  itself  when 
Japanese  Prime  Minister  Tanaka  made  a  goodwill  trip  to  the  region  in  mid 
January  1974.  A  stormy  welcome,  including  street  riots  in  Indonesia  and  anti- 
Japanese  demonstrations  in  Malaysia  and  Thailand,  greeted  him  and  shocked 
Japan. 

These  anti- Japanese  activities  could  be  seen  as  a  nationalistic  reaction  to 
perceived  economic  "domination"  by  Japan,  as  a  result  of  the  influx  of 
Japanese  goods  and  the  conspicuous  presence  of  Japanese  businessmen  and 
economic  activities.  Moreover,  the  Japanese  trade,  aids,  and  investment  pat- 
terns were  strongly  criticised  by  many  people  including  scholars  in  Southeast 
Asian  countries.7 

In  the  field  of  trade,  the  Japanese  were  criticised  for  practising  restrictive 
and  protectionist  policies  through  tariff  and  non-tariff  barriers,  resulting  in  in- 
creased exports  from  Japan  and  fewer  purchases  and  imports  by  the  Japanese. 
This  was  especially  notable  in  the  case  of  Thailand  which  had  since  1957  suf- 
fered a  chronic  trade  imbalance  with  Japan. 

The  Japanese  aid  programme  was  also  criticised  as  essentially  serving 
Japanese  economic  interests  more  than  those  of  the  receipients,  because  much 
of  the  aid  was  tied  and  structured  to  benefit  Japanese  firms.  Similar  criticism 
was  voiced  against  Japanese  investment  practices,  which  were  seen  as  means  of 
gaining  access  to  minerals  and  agricultural  products  needed  by  Japan  at  low 
cost. 

Another  important  factor  often  cited  as  a  cause  of  anti- Japanese  sen- 
timents was  certain  behaviours  of  the  resident  Japanese  businessmen.  A 
leading  Indonesian  politician  once  complained,  "The  Japanese  are  too  ex- 
clusive ...  They  don't  want  to  mix  with  our  people  ...  They  have  their  own 
clubs,  their  own  restaurants,  their  schools.  It  brings  back  memories  of  the 
Japanese  occupation."8  These  criticism  --'valid  or  not  -  seemed  to  be  in  the 
minds  of  many  in  Southeast  Asia  at  that  time. 

The  anti- Japanese  movements  in  Southeast  Asia  had  a  lot  of  impact  on 
Japanese  leaders  as  well  as  the  public;  and  Japan  started  to  realise  that  it  could 

6David  Morell  &  Chai-anan  Samudavanija,  Political  Conflict  in  Thailand  (Cambridge,  Mass.: 
Oelgeschlager,  Gunn  &  Hain,  1981),  p.  141. 

7For  Thailand,  see  Khien  Theeravit,  Khwam  samphan  tang  settakit  rawang  thai  lae  yeepoon 
(The  Japanese-Thai  Economic  Relations),  (Bangkok:  Social  Science  Research  Institute,  Chula- 
longkorn  Univerity,  1974). 

8Cited  by  Manglapus,  Japan's  Relations,  p.  48. 
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not  persue  only  economic  interests  without  regarding  other  considerations. 
Japan  had  to  improve  its  image  and  its  relations  with  Southeast  Asia  and  was 
in  need  of  a  new  foreign  policy,  a  new  direction.  Concurrently,  several  changes 
also  occurred  in  the  mid  1970s  at  the  international  and  regional  levels,  and 
these  new  realities  forced  Japan  to  consider  playing  other  roles  in  addition  to 
the  economic  one. 


JAPAN'S  POLITICAL  ROLE:  FUKUDA  DOCTRINE 

Until  the  end  of  the  Vietnam  War  in  1975,  the  United  States,  Japan's  for- 
mal ally,  played  extremely  active  political  and  military  roles  in  maintaining 
security  and  stability  in  the  Southeast  Asian  region.  However,  since  then  there 
had  been  a  vast  change  in  global  and  regional  politics.  The  three  Indochinese 
states  -  South  Vietnam,  Kampuchea,  and  Laos  -  had  fallen  under  comm- 
munist  control.  Moreover,  the  United  States  had  reduced  its  previously  over- 
whelming influence  in  the  region,  while  the  Soviet  Union  and  China  had 
engaged  in  fierce  competition  for  influence  in  the  region. 

The  five  non-communist  countries  in  Southeast  Asia,  formed  a  regional 
organisation  called  ASEAN  since  1967  to  enhance  economic  co-operations, 
felt  a  pressing  need  in  1975  to  co-operate  closer  and  to  overcome  the  diverse 
national  interests.  Such  co-operations,  economic  as  well  as  political,  were  con- 
sidered essential  to  the  growth  of  national  and  regional  resilience  in  order  to 
co-exist  peacefully  with  the  Communist  Indochinese  states  and  to  maintain 
peace  and  stability  in  the  region. 

Japan  was  also  concerned  for  the  future  of  Southeast  Asia  because  it  had 
enormous  stakes.  Japan,  perceiving  ASEAN  as  a  stabilising  force  in  the 
region,  began  to  involve  itself  more  fully  with  ASEAN,  on  the  multilateral 
basis  as  well  as  with  each  individual  member  country.  Japan  also  tried  to  im- 
prove its  economic  relations  with  ASEAN  and  expanded  the  cultural  and 
academic  exchanges  to  improve  its  image. 

At  the  same  time,  Japan  also  felt  concerned  with  the  future  development  of 
the  three  Communist  states  in  Indochina,  as  these  states  were  seen  as  "an  in- 
tegral part  of  Southeast  Asia."  Japan,  seeing  economic  potentials  in  these 
countries,  wanted  to  have  friendly  relations  with  them  and  proposed  to  help 
them  rebuild  their  countries.  The  Japanese  argued  that  this  would  eventually 
not  only  have  beneficial  effects  on  the  stability  of  the  area  but  would  also  af- 
fect the  degree  of  independence  the  Indochinese  states  were  able  to  manifest  in 
their  relations  with  the  Soviet  Union  and  China. 

In  fact,  Japan  wanted  to  be  friendly  with  all,  communist  as  well  as  non- 
communist  states  in  Southeast  Asia.  Japan  was  also  looking  for  a  political  role 
to  play  in  the  region  because  it  gradually  realised  it  was  becoming  a  regional 
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power  in  Southeast  Asia  in  the  post- Vietnam  War  era.  Jaoan  was  nonetheless 
somewhat  reluctant  and  played  its  new  role  cautiously. 

The  attendence  of  Prime  Minister  Fukuda  at  the  Second  ASEAN  Summit 
Conference  in  Kuala  Lumpur,  held  to  celebrate  the  tenth  anniversary  of 
ASEAN  in  August  1977,  was  quite  significant  because  this  was  the  first 
meeting  ever  to  be  held  jointly  between  a  Japanese  prime  minister  and  ASEAN 
heads  of  governments.  During  the  following  visit  to  ASEAN  countries  be- 
tween August  9-18,  1977,  Prime  Minister  Fukuda  announced  in  Manila  what 
was  later  known  as  the  "Fukuda  Doctrine."  This  could  be  seen  as  Japan's  at- 
tempt to  clarify  its  intention  and  roles  in  Southeast  Asia.9 

Three  basic  principles  were  set  forth  in  the  "Fukuda  Doctrine"  as  follows: 
First,  Japan,  a  nation  committed  to  peace,  rejects  the  role  of  a  military  power,  and  on  that 
basis  is  resolved  to  contribute  to  the  peace  and  prosperity  of  Southeast  Asia  and  of  the  world 
community. 

Second,  Japan,  as  a  true  friend  of  the  countries  of  Southeast  Asia,  will  do  its  best  for  consoli- 
dating the  relationship  of  mutual  confidence  and  trust  based  on  "heart  to  heart"  understand- 
ing with  these  countries,  in  wide-ranging  fields  covering  not  only  political  and  economic  areas 
but  also  social  and  cultural  areas. 

Third,  Japan  will  be  an  equal  partner  of  ASEAN  and  its  member  countries,  and  co-operate 
positively  with  them  in  their  own  efforts  to  strengthen  their  solidarity  and  resilience,  together 
with  other  nations  of  the  like  mind  outside  the  region,  while  aiming  at  fostering  a  relationship 
based  on  mutual  understanding  with  the  nations  of  Indochina  and  will  thus  contribute  to  the 
building  of  peace  and  prosperity  throughout  Southest  Asia. 

In  addition,  Fukuda  also  promised  in  his  Manila  speech  to  respond  to 
ASEAN' s  request  by  providing  a  loan  of  Yen  totaling  US$1  billion  to  the 
ASEAN  member  countries  to  be  used  for  five  major  industrial  projects,  one  in 
each  of  the  member  countries.  The  Fukuda  Doctrine  and  the  Yen  loan 
represented  a  firm  commitment  of  Japan  towards  the  prosperity  and  stability 
of  ASEAN.  It  also  represented  Japan's  serious  effort  to  articulate  explicitly 
her  political  role  and  policy  towards  Southeast  Asia.  Japan  came  to  believe 
that  to  maintain  stability,  Japan  must  play  a  dual  role,  economic  as  well  as 
political,  by  helping  to  promote  economic  development  and  by  contributing  to 
the  strengthening  of  ties  between  ASEAN  and  the  three  Communist  In- 
dochinese  countries  while  avoiding  the  role  of  a  military  power. 

Japan  thus  established  diplomatic  relation  with  Vietnam,  and  in  1976  con- 
cluded an  agreement  to  extend  ¥0.5  billion  in  grant  aid  to  Vietnam,  in  addition 
to  the  ¥8.5  billion  in  grant  aid  previously  given  to  Hanoi  as  reconstruction  aid. 
This  grant  would  be  used  by  Vietnam  to  purchase  from  Japan  various  equip- 
ment and  materials  necessary  for  her  economic  development. 

9On  Fukuda  Doctrine,  see  William  W.  Haddad,  "Japan,  the  Fukuda  Doctrine  and  ASEAN," 
in  Contemporary  Southeast  Asia,  2:1  (June  1980),  pp.  10-29,  and  also  Yano  Toru,  "The  Fukuda 
Doctrine  and  Its  Implications  for  Southeast  Asia:  A  Japanese  Perspective,"  in  Southeast  Asian 
Affairs  1978  (Singapore:  Institute  of  Southeast  Asian  Studies,  1979),  pp.  60-64. 
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The  Fukuda  Doctrine  provided  the  framework  for  Japan  to  get  involved  in 
Southeast  Asian  regional  politics,  and  Japan  attempted  to  play  a  positive 
political  role  in  bridging  ASEAN  and  communist  states  in  Indochina,  and  to 
bring  both  sides  into  peaceful  co-existence.  But  this  policy  had  proved  increas- 
ingly difficult  to  maintain  as  a  result  of  the  recurrence  of  armed  conflicts  in  In- 
dochina in  late  1978.  Japan  had  to  abandon  this  even-handed  policy  when 
Vietnam  invaded  and  occupied  its  neighbouring  communist  state,  Kampuchea, 
in  January  1979.  The  Vietnamese  occupation  created  tensions  along  Thai- 
Kampuchean  borders  as  well  as  between  ASEAN  and  Indochinese  states.10 


JAPAN  AND  SOUTHEAST  ASIA  IN  THE  1980S:  AN  ACTIVE  RE- 
GIONAL POWER 

The  political-military  environment  in  Southeast  Asia  had  experienced 
radical  changes  by  the  end  of  the  1970s.  The  security  and  stability  of  the  region 
remained  threatened  by  perennial  conflicts,  while  the  United  States  continued 
to  reduce  its  role  and  had  became  increasingly  passive.  At  the  same  time,  the 
Sino-Soviet  competition  for  regional  influence  intensified  and  greatly  affected 
the  relations  and  conflicts  between  two  Communist  states,  Vietnam  and  Kam- 
puchea. 

Vietnam,  suspicious  of  China  and  Kampuchea  collaboration,  decided  to 
turn  on  to  the  Soviet  Union  by  joining  the  Comecon  and  signing  the  Treaty 
of  Peace  and  Friendship  with  the  Soviet  in  1978.  Then  Vietnam  launched  an 
invasion  and  occupied  Kampuchea  in  January  1979.  A  month  later,  China  at- 
tacked Vietnam  so  as  to  "teach  them  a  lesson." 

ASEAN  was  very  much  alarmed  by  these  military  actions,  especially  the 
Vietnamese  military  aggression  against  Kampuchea.  Moreover,  the  continuing 
presence  of  large  Vietnamese  forces  in  that  country  and  Laos,  as  well  as  the 
close  alliance  between  Vietnam  and  the  Soviet  Union  caused  grave  security 
concerns  for  ASEAN,  especially  Thailand.  ASEAN  denounced  the  aggression 
and  called  for  the  immediate  and  total  withdrawal  of  Vietnamese  troops  from 
Kampuchea  so  as  to  allow  the  Kampuchean  people  to  exercise  their  rights  of 
self-determination  from  outside  influence.  ASEAN  had  called  all  their  friends, 
the  United  States,  Japan,  China  and  other  peace-loving  countries  to  support 
their  stance. 

As  for  Japan,  her  response  to  the  Vietnamese  invasion  of  Kampuchea  was 
similar  to  that  of  the  United  States,  by  endorsing  the  ASEAN  position  on  this 

l0See  Chulacheeb  Chinwanno,  "The  Prospects  of  Security  for  ASEAN,"  presented  at  the 
Asian  Dialogue  Second  Odawara  Symposium  on  the  ASEAN- Japan  Relationships  in  a  Global 
Context,  Sponsored  by  the  Japan  Center  for  International  Exchange  and  the  East-West  Seminar, 
Odawara,  Japan,  March  3-4,  1979. 
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issue  in  the  form  of  support  for  the  ASEAN-sponsored  UN  Resolution,  calling 
for  the  withdrawal  of  Vietnamese  troops.  Japan  continued  to  maintain  its 
diplomatic  ties  with  Vietnam,  hoping  that  such  ties  were  necessary  to  promote 
Vietnam's  independence  from  the  Soviet  Union.  However,  Japan's  hope  had 
not  been  realised  so  far. 

In  general,  Japan's  image  in  Southeast  Asia,  especially  in  ASEAN  in  the 
1980s  had  improved  significantly,  since  the  anti- Japanese  movement  a  decade 
ago,  and  its  economic  and  cultural  relations  with  ASEAN  had  greatly  ex- 
panded, quantitatively  as  well  as  qualitatively.  In  the  economic  realm,  Japan 
in  the  1980s  continued  to  be  the  biggest  investor11  and  trading  partner  for  all 
the  ASEAN  countries  and  continued  to  be  the  biggest  aid  donor  to  ASEAN. 
Such  forms  of  economic  co-operations  and  transactions  in  the  areas  of  trade 
and  investment  have  benefitted  ASEAN  as  well  as  Japan.  In  such  complex 
relationships,  disagreements  and  conflicts  of  interests  were  expected  to  arise, 
but  both  ASEAN  and  Japan  seemed  to  be  able  to  find  ways  to  solve  these  pro- 
blems together  without  straining  their  relations.  Japan  and  ASEAN  have 
become  closely  interdependent.  Japan  has  been  viewed  by  ASEAN  as  an  im- 
portant economic  power  in  the  region  and  is  expected  to  play  an  active 
economic  role  in  helping  ASEAN  to  develop  their  economies.  ASEAN  coun- 
tries want  more  direct  investment  from  Japan,  especially  in  the  export-oriented 
industries,  and  also  more  transfer  of  technology.  In  addition,  ASEAN  coun- 
tries also  want  access  to  the  Japanese  market  with  less  tariff  barrier,  and  want 
to  be  treated  fairly  and  equally. 

To  compliment  these  positive  roles  in  the  economic  arena,  Japan  should 
also  play  some  political  roles.  As  a  regional  power  Japan  has  the  respon- 
sibilities to  maintain  stability  and  security  in  Southeast  Asia.  It  is  understand- 
able that  while  Japan  supports  ASEAN  on  the  Kampuchean  issue,  Japan  does 
not  want  to  alienate  Hanoi  too  much.  Japan  also  tries  to  bridge  the  ASEAN 
countries  and,  the  Communist  Indochinese  states  and  to  bring  them  into  a 
peaceful  co-existence. 

Japan  also  provides  some  creative  proposals  to  bring  about  the  political 
settlement  in  Kampuchea.  At  the  ASEAN  Ministerial  Conference  with  the 
Dialogue  Partners  held  in  June  1984,  Shintaro  Abe,  then  Foreign  Minister  put 
forth  a  three-point  proposal  intended  to  give  additional  thrust  to  the  joint  ap- 
peal advanced  in  1983  by  the  ASEAN  Foreign  Ministers.  The  proposal  reads  as 
follows: 

1.  When  partial  withdrawals  of  Vietnamese  troops  from  the  Thai-Cambodian  border  area  in 
the  west  of  Cambodia,  the  establishment  of  safety  zones  in  that  area,  and  the  introduction 

"On  the  Japanese  investment  in  ASEAN,  see  Sueo  Sekiguchi  (ed.),  ASEAN-Japan  Relations: 
Investment  (Singapore:  Institute  of  Southeast  Asian  Studies,  1983);  and  in  Thailand,  see 
Chulacheeb  Chinwanno  and  Somsak  Tambunlertchai,  "Japanese  Investment  in  Thailand  and  Its 
Prospects  in  the  1980s,"  ibid.,  pp.  181-226. 
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of  peace-keeping  forces  to  ensure  the  respect  for  and  the  safeguarding  of  the  zones  have  all 
been  realised  with  the  consent  of  all  countries  concerned,  Japan  will  be  prepared  to  make  a 
contribution  in  bearing  the  expenses  for  such  peace-keeping  activities  as  may  be  required  by 
an  international  arrangement  and  to  extend  humanitarian  assistance  to  the  Cambodian  peo- 
ple in  the  safety  zones. 

2.  When  the  Vietnamese  forces  have  completely  withdrawn  from  Cambodia  and  free  elections 
are  to  be  held  under  international  supervision,  Japan  will  be  prepared  to  extend  co- 
operation in  sending  personnel  for  election  supervision  and  supplying  materials  and  equip- 
ment of  a  non-military  nature,  including  the  means  of  transportation  necessary  for  holding 
elections. 

3.  When  true  peace  has  been  restored  in  Cambodia,  Japan  will  be  prepared  to  render  as  much 
economic  and  technical  co-operation  as  possible  for  reconstruction  in  Vietnam,  Laos  and 
Cambodia. 

Japan's  support  on  the  Kampuchean  issue  and  its  initiative  and  "Creative 
Diplomacy"12  have  been  appreciated  by  ASEAN.  Moreover,  ASEAN  also 
hopes  that  Japan  would  continue  to  play  an  active  political  role,  because 
Japan  has  been  seen  as  a  stabilising  force  in  the  regional  politics  of  Southeast 
Asia. 

In  the  meantime,  Japan  has  been  under  pressure  to  move  into  the 
military/security  arena.13  This  trend  may  be  inevitable  as  a  result  of  at  least 
two  factors.  One  is  the  increasing  presence  of  the  Soviet  force  near  Japan  in 
the  Pacific,  especially  in  the  four  islands  north  of  Hokkaido.  Moreover,  the 
Soviet  Far  Eastern  Fleet  has  been  greatly  enhanced  by  the  availability  of 
facilities  in  both  Danang  and  Cam  Ranh  Bay  in  Vietnam.  The  Soviet  could 
choke  off  Japan  in  times  of  a  crisis.  Another  factor  is  the  pressure  from  the 
United  States  on  Japan  to  shoulder  a  greater  defence  burden,  as  well  as  to  pro- 
tect the  Sea  Lanes  of  Communications  (SLOC).  These  two  factors  would  push 
Japan  to  increase  its  defence  budget  close  to  the  1  per  cent  limit  or  beyond  that 
in  the  near  future,  and  to  expand  its  military/security  role  as  well.  On  the  other 
hand,  Prime  Minister  Nakasone  has  repeatedly  stated  that  Japan  would  not 
become  a  military  power. 

ASEAN  leaders  seem  to  take  the  words  of  the  Japanese  Prime.  Minister, 
and  have  not  been  much  concerned  with  the  increase  of  the  defence  budget,  as 
long  as  the  increase  is  gradual  and  with  the  approval  of  the  United  States  and 
on  the  condition  that  Japan  will  not  go  nuclear  in  the  future.  As  for  the 
defence  of  the  Sea  Lanes  of  Communications  it  is  understood  that  the  one 
thousand  nautical  mile  radius  would  not  include  the  ASEAN  seas.  Moreover,  it 
is  the  impression  that  there  may  not  be  any  consensus  among  ASEAN  on  the 

12Shintaro  Abe,  Creative  Diplomacy:  Japan's  Initiative  for  Peace  and  Prosperity  (Tokyo: 
Ministry  of  Foreign  Affairs  Japan,  1985). 

l3Frances  Lai  Fung-wai,  "Japan's  Defense  Policy  and  Its  Implications  for  the  ASEAN  Coun- 
tries," in  Southeast  Asian  Affairs  1984  (Singapore,  Institute  of  Southeast  Asian  Studies,  1984), 
pp.  56-6 
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expansion  of  Japan's  security  role  in  the  future.  For  Thailand,  some  form  of 
Japanese  security  role  in  Southeast  Asia  may  be  welcome  if  it  complimented 
the  US's  role  and  is  not  objected  by  other  ASEAN  members.  Malaysia  and  In- 
donesia seem  to  object  to  Japan's  direct  military  role  in  the  region,  especially 
Malaysia  may  object  because  it  goes  against  the  concept  of  the  Zone  of  Peace, 
Freedom  and  Neutrality  (ZOPFAN).  Indonesia  may  tolerate  a  gradual 
military  buildup  under  some  conditions.  Jusuf  Wanandi  of  the  Centre  for 
Strategic  and  International  Studies  in  Jakarta  wrote  in  1979:  "A  gradual 
buildup  of  Japan's  military  capability  can  be  accepted  by  ASEAN,  granted 
that  Japan  would  take  the  efforts  to  consult  ASEAN  on  a  regular  basis  and 
granted  that  this  buildup  would  be  pursued  within  the  framework  of  the 
defence  treaty  between  Japan  and  the  US."14  It  appears  that  ASEAN  coun- 
tries, for  the  time  being,  do  not  entertain  the  idea  of  Japan's  security  role  in 
the  region.  In  fact  ASEAN  seems  to  be  more  comfortable  with  Japan's  con- 
cept of  "comprehensive  security."  This  concept,  representing  an  attempt  at  a 
more  comprehensive  definition  of  security,  does  not  mean  only  the  military 
aspect  of  the  security,  but  also  the  political  and  economic  aspects.  In  fact,  the 
emphasis  is  on  the  latter,  which  seems  to  correspond  to  ASEAN's  concept  of 
resilience.  Japan  and  ASEAN  can  co-operate  on  this  "comprehensive 
security." 


CONCLUSION 

Japan  has  a  major  role  to  play  in  Southeast  Asia.  In  fact,  the  decade 
following  the  end  of  the  Vietnam  War  can  be  viewed  as  a  watershed  in  Japan's 
relations  with  Southeast  Asia,  a  period  during  which  the  economic  and  political 
ties  developed  and  matured.  Japan  is  regarded  as  a  major  regional  power  and 
is  expected  to  play  active  roles  in  the  economic  and  political  arena,  so  as  to 
bring  about  the  development,  prosperity  and  stability  in  Southeast  Asia. 


14See  Jusuf  Wanandi,  Security  Dimensions  of  the  Asian-Pacific  Region  in  the  1980s  (Jakarta: 
Centre  for  Strategic  and  International  Studies,  1979). 


Japan's  Economic  Impact 
on  ASEAN  Countries 
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INTRODUCTION 

The  economic  interdependence  of  ASEAN  member  countries  with  Japan 
may  have  been  initially  occasioned  by  postwar  geopolitical  considerations,  but 
it  has  certainly  grown  in  importance  over  the  last  few  decades.  Especially  with 
the  onset  of  the  first  oil  crisis  in  the  early  1970s,  Japan  looked  to  some  ASEAN 
countries  as  sources  of  its  vital  energy  needs.  Increased  international  capital 
mobility  that  came  with  the  recycling  of  the  Petrodollars  allowed  many 
ASEAN  economies  to  expand  and  diversify,  further  stimulating  trade  with 
Japan. 

This  interrelationship  looms  large  not  only  in  terms  of  trade  flows  but  also 
in  the  form  of  capital  flows,  although  the  direction  in  the  latter  case  has  been 
expectedly  one-way.  Japan  has  been,  and  continues  to  be,  a  major  source  of 
direct  foreign  investment  and  official  development  assistance  for  ASEAN 
member  countries.  ASEAN  as  a  regional  bloc  has  also  been  involved  in  direct 
dialogues  with  the  Japanese  Government  in  seeking  Japan's  economic  co- 
operation, as  exemplified  in  the  Second  ASEAN  Summit  Meeting  in  August 
1977,  and  more  recently  in  the  Second  Japan-ASEAN  Economic  Ministers' 
Meeting  in  June  1985,  where  ASEAN  member  countries  expressed  interest  in 
availing  of  Japan's  active  help  in  their  pursuit  of  industrial  development. 

Changes  in  the  world  economic  environment  in  the  1980s,  however,  have 

Ruperto  P.  Alonzo,  Associate  Professor,  School  of  Economics,  University  of  the  Philippines. 
Professor  Hiroshi  Kakazu  of  Ryukyu  University,  presently  Visiting  Professor  at  the  University  of 
the  Philippines,  gave  helpful  comments  and  lent  valuable  materials  for  this  paper,  including  his 
own  study  on  the  topic  (Kakazu  1982).  The  research  assistance  of  Teresita  de  Leon  is  also  grateful- 
ly acknowledged.  Important  suggestions  from  Conference  participants,  especially  Professors  Ippd 
Yamazawa  and  Kimimaru  Yoneda,  have  been  incorporated  in  the  revision  of  this  paper. 
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had  strong  repercussions  on  the  performance  of  the  ASEAN  economies  and  on 
their  relationship  with  Japanese  economy.  The  recession  that  hit  the  in- 
dustrialised countries  in  the  early  1980s  led  to  a  contraction  in  world  trade  and 
a  nurturing  of  protectionist  sentiments.  Prices  of  primary  products  that  con- 
stituted a  huge  share  of  developing  country  exports  declined  with  the  recession 
and  have  been  slow  in  picking  up.  As  world  interest  rates  soared  in  the  early 
1980s,  countries  that  relied  on  foreign  borrowing  to  finance  their  growth  in  the 
1970s  found  themselves  squeezed  by  the  debt  burden,  the  Philippines  being  the 
prime  example  within  the  ASEAN  bloc.  On  the  other  hand,  the  recent  ap- 
preciation of  the  Japanese  Yen  vis-a-vis  the  US  Dollar,  triggered  by  the  huge 
budgetary  and  trade  deficits  of  the  US  and  the  huge  trade  surplus  of  Japan,  is 
viewed  positively  by  many  ASEAN  countries  as  a  step  towards  the  opening  up 
of  the  huge  Japanese  domestic  market. 

This  paper  attempts  to  trace  the  changing  economic  relationships  between 
the  ASEAN  countries  and  Japan  since  the  beginning  of  the  1970s,  in  view  of 
gaining  some  understanding  of  how  recent  world  developments,  particularly  in 
the  economic  sphere,  are  likely  to  affect  these  linkages.  Brunei,  a  recent 
member  of  the  Association,  is  left  out  of  the  study,  not  because  it  is  considered 
unimportant,  but  because  the  sources  used  for  this  paper  have  not  yet  included 
it  in  the  statistics.  Section  II  begins  with  an  overview  of  the  economic 
characteristics  of  ASEAN  economies  in  relation  to  Japan,  where  the  diversities 
in  the  structure  and  performance  of  ASEAN  economies  are  highlighted.  Sec- 
tion III  then  looks  at  the  trends  in  ASEAN-Japan  commodity  trade,  drawing 
not  only  from  official  statistical  sources  but  also  from  the  analytical  studies  of 
specialists  in  the  field.  Capital  flows,  both  official  and  private,  are  discussed  in 
Section  IV,  together  with  other  forms  of  economic  co-operation.  The  final  sec- 
tion summarises  the  paper  and  evaluates  the  likely  directions  of  ASEAN- 
Japan  economic  relationships. 

AN  OVERVIEW  OF  ASEAN  ECONOMIES 

With  a  combined  area  more  than  eight  times  bigger  and  a  combined 
population  at  least  two  times  larger  than  Japan's,  ASEAN  countries  as  a 
group  maintain  an  important  economic  presence  in  the  region,  even  though 
their  total  Gross  Domestic  Product  (GDP)  is  only  one-sixth  of  Japan's  gross 
output  (see  Table  1).  The  composition  of  GDP  shows  agriculture  comprising 
20  per  cent  to  26  per  cent  of  their  output  and  42  per  cent  to  70  per  cent  of 
employment  in  four  countries,  underscoring  the  developing  nature  of  these 
economies. 

As  Table  1  shows,  the  economic  performance  of  these  ASEAN  countries 
over  the  past  two  decades  has  also  been  noteworthy.  Before  the  first  oil  crisis, 
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the  regional  economy  was  already  growing  at  about  8  per  cent  per  year 
although  only  Singapore's  13  per  cent  could  outpace  Japan'^  10  p er  cem 

197^  7Z  Si°lth  f°r  thC  Peri°d  1965  t0  1973-  For  the  ™™S  Period 
IJfam  W  u  SaW  tW°  r°Unds  °f  major  oil  Price  increases,  all  the 
ASEAN  countries  have  grown  even  faster  than  their  richest  neighbour  ma- 
naged to  move  only  at  4  per  cent  per  year.  In  spite  of  the  high  output  growth 
rates,  however,  per  capita  incomes  remain  low  in  some  countries:  in  1984  In- 
donesia s  per  capita  GNP  was  only  one-twentieth  of  Japan's,  while  that  of  the 
Philippines,  saddled  with  political  problems  and  a  bulging  debt  burden,  had 
declined  to  only  one-sixteenth  of  Japan's. 


Table  1 


MAJOR  ECONOMIC  INDICATORS 
OF  THE  ASEAN  COUNTRIES  AND  JAPAN,  1984 


Indicator: 


Population  (million) 
Per  Capita  GNP  ($) 
Annual  Growth  Rate, 

1965-1984  (It) 
Inflation  Rate  (%/year) 

1965-1973 

1973-1984 


Indonesia      Malaysia     Philippines    Singapore      Thailand  Japan 


158.9 
540 


4.9 


63.0 
590 


15.3 
1,980 


4.5 


1.2 
6.2 


53.4 
660 


2.6 


8.8 
12.9 


GDP  ($  million) 

80,590 

29,280 

Average  Annual  Growth 

Rate  of  GDP  (%) 

1965-1973 

8.1 

6.7 

1973-1984 

6.8 

7.3 

Composition  of  GDP/Employment  (In) 

Agriculture 

26/57 

21°/42 

Industry 

40/13 

35°/19 

Services 

34/30 

44b/39 

Exports  ($  million) 

21,888 

16,407 

Expbrts/GDP  (%) 

27.2 

56.0 

Imports  ($  million) 

13,882 

14,060 

Imports/GDP  (la) 

17.2 

48.0 

Average  Annual  Growth  of  Exports  (It) 

1965-1973 

11. 1 

8.0 

1 973- 1 984 

1.4 

7.5 

Average  Annual  Growth  of  Imports  (It) 

1965-1973 

14.0 

4.4 

1973-1984 

10.5 

8.9 

Terms  of  Trade  (1980=  100) 

1984 

101 

93 

1982 

105 

85 

Gross  International  Reserves  ($  million) 

5,730 

4,441 

32,840 


5.4 
4.8 

25/52 
34/16 
41/33 

5,391 
16.4 

6,365 
19.4 


4.2 
5.6 


2.5 
7,150 

7.8 

3.1 
4.4 

18,220 


13.0 
8.2 

1/2 
39/38 
60/61 

24,055 
132.0 

28,565 
156.8 


50.0 
860 


4.2 


2.5 
8.2 


120.0 
10,630 


4.7 


6.0 
4.5 


41,960 


7.8 
6.8 

20/70 
28/10 
52/20 

7,413 
17.7 

10,518 
25.1 


3.0 
2.3 


11.0 
7.1 


9.8 
7.1 


6.9 
10.4 


4.4 

5.9 


101 
89 
844 


101 
100 
10,416 


81 
77 
2,688 


1,255,006 


9.8 
4.3« 

3b/Il 
4]°/34 
56b/55 

170,038 
13.5 

134,257 
10.7 


14.7 
7.5 


14.9 
1.6 


109 
103 
33,899 


Notes:   a.  Growth  rate  is  for  1973-1983. 
b.  Values  arc  for  1983. 


Source:    World  Bank,  World  Development  Report,  1986. 
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In  general,  ASEAN  member  countries  maintain  very  open  economies,  as 
shown  by  their  high  exports/GDP  and  imports/GDP  ratios.  Such  openness 
has  rendered  many  of  these  economies  vulnerable  to  world  price  fluctuations. 
The  decline  in  the  world  prices  of  primary  products  in  the  early  1980s  trans- 
lated into  declining  terms  of  trade  for  the  ASEAN  countries  (except  Indonesia) 
from  1980  to  1982,  but  1984  saw  the  relative  prices  of  their  exports  picking  up 
again.  Still,  by  1984,  the  Philippines,  Singapore,  and  Thailand  were  suffering 
deficits  in  their  trade  balance,  although  Indonesia  and  Malaysia  with  their  fuel 
exports  managed  to  run  surpluses. 

Despite  the  adverse  world  trends  in  the  early  1980s,  the  export  sectors  of 
most  ASEAN  countries  have  remained  bouyant,  perhaps  because  of  the  pro- 
per mix  of  internal  and  external  economic  policies.  Thailand,  in  particular,  has 
shown  a  remarkable  two-digit  annual  growth  rate  in  exports  over  the  period 
1973  to  1984,  in  spite  of  erratic  movements  in  its  terms  of  trade  in  the  1980s. 
Domestic  inflation  was  kept  at  single-digit  levels  in  Malaysia,  Singapore,  and 
Thailand  between  1973  and  1984.  Indonesia's  17  per  cent  annual  inflation, 
while  the  highest  in  the  region,  was  nevertheless  a  substantial  improvement 
from  the  annual  rate  of  63  per  cent  during  the  previous  period.  A  prime  exam- 
ple of  economic  mismanagement  in  the  1970s  and  1980s  was  that  of  the  Philip- 
pines, where  domestic  expansion  through  foreign  borrowing  and  inflationary 
government  spending,  mixed  with  an  unrealistic  exchange  rate  policy  which 
penalised  the  export  sector,  have  led  to  severe  balance  of  payments  difficulties. 
By  the  end  of  1984,  all  the  ASEAN  countries,  except  the  Philippines,  had  gross 
international  reserves  covering  at  least  two-and-a-half  months'  worth  of  im- 
ports. 


ASEAN- JAP  AN  TRADE  RELATIONS 

The  Magnitudes  and  Directions  of  Trade  Flows 

The  1970s  witnessed  a  substantial  growth  of  ASEAN  exports  to  Japan, 
growing  at  28  per  cent  per  year  between  1970  and  1980  (see  Table  2).  ASEAN' s 
share  in  the  total  imports  of  Japan  increased  from  10  per  cent  in  1970  to  15  per 
cent  in  1980.  Since  then,  however,  Japan's  imports  from  ASEAN  as  well  as 
from  the  rest  of  the  world  have  begun  to  decline,  such  that  by  1985,  the  Dollar 
value  (in  nominal  terms)  of  Japan's  imports  from  the  region  was  only  86  per 
cent  of  its  1980  value  of  US$21  billion.  Nevertheless,  with  Japan's  imports 
from  the  rest  of  the  world  declining  as  well,  the  ASEAN  region's  relative  share 
dropped  only  slightly,  to  14  per  cent  of  Japan's  total  imports. 

A  basically  similar  pattern  may  be  observed  of  Japan's  exports  to  ASEAN. 
Between  1970  and  1975,  ASEAN  imports  from  Japan  grew  at  27  per  cent  per 


476 


THE  INDONESIAN  QUARTERLY,  XV/3 


year  this  growth  rate  declined  to  to  17  per  cent  per  year  between  1975  and 
1980.  After  a  peak  of  US$15  billion  worth  was  reached  in  1981  Japan's  ex 
ports  to  ASEAN  began  falling  in  absolute  terms,  although  tota I  voZlLns 
of  Japan  recovered  in  1984  and  1985.  Thus,  by  1985,  the  share  of  the  region  in 
Japan's  total  exports  was  only  6  per  cent,  down  from  the  10  per  cent  level  ex 
penenced  in  the  early  1980s.  ASEAN  has  maintained  a  trade  surP  luTwkh 
Japan  throughout  these  periods,  in  contrast  to  the  tremendous  surp Ins  of 

ASEAN  ha, ^  °f  W°rld-  ^  P°int  °f  ViCW  °f  »^<£ 
^or^Z™  lmP°rtant  "  3  S0UrC£  °f  ^  imP°rtS  than  aS  3  deStina" 


Table  2 


TRADE  BETWEEN  ASEAN  AND  JAPAN,  1975  AND  1980-1985 
(In  Million  US$) 


Exports  to: 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

ASEAN  Total 

Imports  from: 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

ASEAN  Total 

Balance: 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

ASEAN  Total 

Japan's  World  Trade: 

Exports 
Imports 
Balance 


1970 


320 
170 
450 
420 
450 

1,810 


640 
420 
530 
90 
190 

1,870 


19,320 
18,880 
440 


1975 


1980 


1981 


1982 


1983 


1984 


1,850 
570 
1,030 
1,520 
960 


3,460 
2,060 
1,680 
3,910 
1,920 


4,120 
2,420 
1,930 
4,430 
2,250 


4,260 
2,500 
1,800 
4,340 
1,910 


3,550 
2,770 
1,740 
4,410 
2,510 


3,100 
2,900 
1,100 
4,600 
2,400 


3,430 
690 

1,120 
400 
720 


13,170 
3,470 
1,950 
1,510 
1,120 


13,300 
2,930 
1,730 
1,930 
1,060 


12,000 
3,010 
1,530 
1,810 
1,040 


10,430 
3,130 
1,310 
1,450 
1,020 


6,360        21,220       20,950       19,390  17,340 


11,200 
4.400 
1,400 
1,800 
1,000 

19,800 


1985 


2,170 
2,170 
940 
3,860 
2,030 


5,930        13,030       15,150       14,810       14,980       14,100  11,170 


10,120 
4,330 
1,240 
1,590 
1,030 

18,310 


-320 

-1,580 

-9,710 

-9.180 

-7,740 

-6,880 

-8,100 

-7.950 

-250 

-120 

-1,410 

-510 

-510 

-360 

-1,500 

-2,160 

-80 

-90 

-270 

200 

270 

430 

-300 

-300 

330 

1,120 

2,400 

2,500 

2,530 

2,960 

2,800 

2,270 

260 

240 

800 

1,190 

870 

1,490 

1,400 

1,000 

-60 

-430 

-8,190 

-5,800 

-4,580 

-2,360 

-5,700 

-7,140 

55,730 
57,860 
-2,130 


129,810 
140,530 
-10,720 


151,910 
140,830 
11,080 


138,580 
130,320 
8,260 


146,800 
125,020 
21,780 


170,100 
136,500 
33,600 


175,600 
129,500 
46,100 


Note:   Figures  for  1984  arc  rounded  off  to  the  nearest  USJ100  million:  all  other  figures  arc  rounded  off  to  the  nearest  USSI0 
million. 

Sources:  1970,  1975  A  1980:  MITI,  White  Paper  on  International  Trade;  1981-1983:  UN.  Yearbook  of  International  Trade 
Statistics;  1984-1985:  Japan  Customs  Statistics,  cited  In  Sakuta  (1986). 
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The  overall  trade  balance  picture,  however,  hides  the  different  trends  ex- 
perienced by  the  individual  member  countries  (see  Table  2).  In  the  1980s,  In- 
donesia and  Malaysia,  as  major  sources  of  raw  materials  and  fuel,  ac- 
cumulated huge  surpluses,  while  Singapore  and  Thailand  ran  huge  deficits. 
The  pattern  for  the  Philippines  has  been  mixed,  with  the  relatively  small 
deficits  of  1981  through  1983  turning  into  small  surpluses  in  1984  and  1985. 

Among  ASEAN  countries,  Indonesia  remains  as  the  most  important  ex- 
porter to  Japan,  accounting  for  55  per  cent  of  Japan's  imports  from  ASEAN 
in  1985.  The  Philippines,  which  was  the  second  biggest  ASEAN  exporter  to 
Japan  in  the  1970s,  has  dropped  to  a  poor  fourth,  with  only  7  per  cent  of  the 
regional  share  in  1985,  compared  to  18  per  cent  ten  years  before  and  29  per 
cent  fifteen  years  before. 

In  terms  of  use  of  Japan's  merchandise  exports,  Singapore  has  been  the 
biggest  ASEAN  importer  in  the  1980s,  with  more  than  30  per  cent  share  of  the 
region's  imports.  The  Philippines,  once  the  biggest  regional  importer  with  a  25 
per  cent  share  in  1970,  hugged  the  bottom  in  1985,  with  only  an  8  per  cent 
share.  Indonesia,  Malaysia,  and  Thailand  each  accounted  for  almost  20  per 
cent  of  ASEAN  imports  from  Japan  by  1985. 


Trends  in  Economic  Interdependence 

The  pattern  that  emerges  from  the  broad  overview  of  ASEAN- Japan  trade 
is  that  of  a  diversification  of  the  exports  and  imports  of  Japan  within  the 
ASEAN  market,  with  the  changing  roles  of  the  different  member  countries  in 
their  trade  relationships  with  Japan.  The  expansion  of  Japan's  trade  with 
ASEAN  in  the  1970s  was  accompanied  by  a  similar  expansion  with  other  less 
developed  countries.  The  share  of  exports  to  LDCs  in  total  Japan  exports  rose 
from  41  per  cent  to  46  per  cent  between  1970  and  1980,  while  the  corres- 
ponding import  share  increased  from  40  per  cent  to  60  per  cent,  as  Japan's  in- 
dustrial structure  became  more  competitive  with  the  industrialised  countries 
and  more  complementary  with  the  developing  countries  (Kakazu  1982). 

This  complementarity,  however,  was  not  fully  exploited  in  the  1980s  when 
Japan's  imports  began  to  decline.  Even  as  the  ASEAN  countries'  exports  con- 
tinued to  grow  (although  at  slower  rates),  the  1980s  saw  a  decreasing  share  of 
Japan  in  total  exports  of  the  region  (see  Table  3).  For  the  Philippines, 
Singapore,  and  Thailand,  the  United  States  has  become  the  dominant  export 
destination  by  1984,  perhaps  with  the  stimulation  brought  about  by  an  over- 
valued Dollar.  Japan  nevertheless  remained  as  the  major  source  of  imports  for 
the  region,  as  the  ASEAN  member  countries  continued  to  rely  on  the  in- 
dustrialised economies  for  their  intermediate  and  capital  goods  requirements. 
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Table  3 


SHARE  OF  MAJOR  TRADING  PARTNERS  IN  ASEAN  COUNTRIES'  TRADE 

1975,  1980,  AND  1984 
(In  Per  Cent) 


Indonesia 

Japan 

USA 

EEC 

Singapore 

Malaysia 

Japan 

USA 

EEC 

Singapore 

Philippines^ 

Japan 

USA 

EEC 

Saudi  Arabia 
Singapore 

Singapore 

Japan 
USA 
EEC 
Malaysia 

Thailand13 

Japan 

USA 

EEC 

Saudi  Arabia 
Singapore 


1975 


31.0 
14.0 
19.7 
7.2 


20.1 
10.7 
20.4 
8.5 


27.9 
22.2 
12.5 
10.3 


16.9 
15.7 
13.0 
11.6 


31.5 
14.4 
17.1 
9.0 
2.0 


Imports 


1980 


31.5 
13.0 
13.4 
8.6 


23.0 
15.0 
15.5 
11.7 


19.9 
23.6 
10.6 
10.0 


17.8 
14.1 
10.8 
13.9 


20.7 
16.6 
12.8 
9.0 
2.0 


1984a 


23.8 
18.4 
14.9 
12.9 


25.4 
16.1 
14.1 
13.9 


13.6 
27.4 
10.8 
6.9 


18.2 
14.6 
10.0 
15.0 


26.9 
13.4 
12.1 
8.5 
7.9 


1975 


43.9 
26.2 
5.7 
8.9 


Exports 


1980 


49.3 
19.6 
6.4 
11.3 


19843 


47.3 
20.6 
4.7 
9.7 


14.5 

22.8 

19.7 

16.1 

16.3 

13.2 

23.3 

15.2 

14.6 

20.3 

19.1 

22.5 

37.4 

26.6 

19.4 

29.8 

27.5 

38.0 

16.0 

18.5 

13.4 

1.4 

1.9 

6.0 

8.7 

8.1 

9.3 

13.9 

12.7 

20.1 

14.0 

12.3 

9.7 

17.2 

15.0 

16.1 

27.8 

15.1 

13.0 

10.6 

12.7 

17.2 

16.1 

25.8 

20.5 

9.1 

7.7 

8.4 

Notes:   a.  Figures  for  Malaysia  are  for  1983. 

b.  For  the  Philippines,  Singapore  is  not  a  major  supplier  of  imports  and  Saudi  Arabia  is  not  a  major  buyer  of  exports. 
For  Thailand,  Saudi  Arabia  is  not  a  major  buyer  of  exports. 


One  good  summary  measure  of  intercountry  trade  relationships  is  the  "co- 
efficient of  economic  interdependence,"  defined  as  the  ratio  of  the  sum  of  two 
countries'  exports  to  each  other  to  the  sum  of  the  two  countries 's  gross  output 
(Kakazu  1982).  The  results  of  such  calculations  for  the  ASEAN  countries  and 
Japan  are  reported  in  Table  4. 

Table  4  confirms  quantitatively  the  earlier  discussion  where  the  strong  links 
of  Indonesia,  Malaysia,  and  Singapore  in  the  1970s  have  been  pointed  out, 
together  with  the  generally  deteriorating  trade  relations  between  ASEAN  and 
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Table  4 


CO-EFFICIENTS  OF  ASEAN  ECONOMIC  INTERDEPENDENCE  WITH  JAPAN, 

1970,  1979,  AND  1984 
(In  Per  Cent) 


Co-efficients 

Per  Cent  Change: 

1971 

1979 

1984 

1971-1979 

1979-1984 

ASEAN 

1.442 

2.284 

2.325 

158.4 

1.8 

Indonesia 

Malaysia 

Philippines 

Singapore 

Thailand 

0.484 
0.218 
0.366 
0.236 
0.2S2 

1.037 
0.468 
0.312 
0.411 
0.281 

1.071 
0.568 
0.194 
0.503 
0.262 

114.3 
114.7 
-14.8 
74.2 
11.5 

3.3 
21.4 
-37.8 
22.4 
-6.8 

Sources:   Figures  for  1971  and  1979  are  from  Kakazu  (1982);  those  for  1984  are  calculated  from  Tables  1 


Japan  in  the  1980s.  For  the  ASEAN  region  as  a  whole,  whereas  the  co-efficient 
of  economic  inter-dependence  grew  at  an  average  annual  rate  of  6  per  cent  be- 
tween 1971  and  1979,  the  change  in  the  index  was  less  than  1  per  cent  per  year 
from  1979  to  1984.  Only  Malaysia  and  Singapore  have  managed  to  sustain  a 
reasonable  degree  of  trade  interdependence  with  Japan. 


The  Composition  of  Trade 

The  commodity  composition  of  ASEAN  trade  with  Japan  (Table  5)  high- 
lights the  exchange  of  resource-based  exports  from  developing  countries  for 
the  industrial  products  of  the  developed  country.  More  than  80  per  cent  of 
ASEAN  imports  from  Japan  are  heavy  industrial  goods.  In  particular,  be- 
tween 1975  and  1982,  the  share  of  machinery  in  total  imports  from  Japan  ex- 
panded from  44  per  cent  to  55  per  cent  for  Indonesia,  from  52  per  cent  to  62 
per  cent  for  Malaysia,  and  from  52  per  cent  to  59  per  cent  for  Singapore. 
Meanwhile,  ASEAN  exports  to  Japan  show  the  bulk  being  in  the  form  of 
foodstuffs  (for  Thailand),  raw  materials  (for  Malaysia  and  the  Philippines), 
and  mineral  fuels  (for  Indonesia  and  Singapore).  There  has  been  an  increase  in 
the  export  of  processed  goods  from  the  Philippines  and  Thailand;  but  with  a 
low  base  to  start  from,  the  share  of  processed  goods  in  total  exports  to  Japan 
remains  low. 

A  more  detailed  breakdown  of  Japan's  major  imports  from  ASEAN  coun- 
tries (for  1985)  is  given  in  Table  6,  where  the  highly  concentrated  nature  of 
member  country  exports  is  seen.  For  Indonesia,  Malaysia,  and  Singapore,  oil- 
based  and  liquefied  natural  gas  exports  constitute  more  than  half  of  their  ex- 
ports to  Japan.  Exports  from  the  Philippines  and  Thailand  are  more  diver- 
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sified,  but  bananas  for  the  Philippines  (with  a  20  per  cent  share)  and  natural 
rubber  for  Thailand  (with  a  27  per  cent  share)  stand  out  nevertheless.  Table  5 
also  reveals  the  importance  of  ASEAN  to  Japan,  as  the  region  provides  a  huge 
share  of  the  latter' s  imports  of  certain  specific  raw  materials  (71  per  cent  of  li- 
quefied natural  gas,  67  per  cent  of  natural  rubber,  61  per  cent  of  unwrought 
tin). 


Table  6 

JAPAN'S  MAJOR  IMPORTS  FROM  ASEAN  COUNTRIES,  1985 


Imports  from  Total  Imports         Share  of 

ASEAN  Country  of  Japan       ASEAN  Country 


(S  Million)       (Per  Cent)       ($  Million)  (Per  Cent) 


Indonesia 


Total 

10,119 

160.0 

Liquefied  Natural  Gas 

3,995 

39.5 

7,200 

55.5 

Crude  &  Partly  Refined  Oils 

3,889 

38.4 

34,599 

11.2 

Heavy  Fuel  Oils 

598 

5.9 

2,019 

29.6 

Malaysia 

Total 

4,330 

100.0 

Wood 

1,179 

27.2 

3,700 

31.9 

Crude  &  Partly  Refined  Oils 

1,157 

26.7 

34,599 

3.3 

Liquefied  Natural  Gas 

1,122 

25.9 

7,200 

15.6 

Unwrought  Tin 

144 

3.3 

333 

43.2 

Philippines 

Total 

1,243 

100.0 

Banana  (fresh) 

247 

19.9 

297 

83.4 

Iron  Ore 

151 

12.1 

1,228 

4.9 

Copper  Ore 

133 

10.7 

1,209 

11.0 

Wood 

122 

9.8 

3,700 

3.3 

Unwrought  Copper 

93 

7.4 

550 

16.8 

Singapore 

Total 

1,594 

100.0 

Petroleum  Products 

1,015 

63.7 

5,975 

1.9 

Chemicals  Goods 

150 

9.4 

8,073 

1.9 

Electrical  Machinery 

95 

6.0 

3,881 

2.5 

General  Machinery 

70 

4.4 

4,728 

1.5 

Thailand 

Total 

1,027 

100.0 

Natural  Rubber  (raw) 

273 

26.6 

408 

67.0 

Fish  &  Shellfish 

179 

17.4 

4,610 

3.9 

Unwrought  Tin 

60 

5.8 

333 

18.0 

Flows  (fresh,  frozen) 

58 

5.6 

143 

40.3 

Vegetables 

53 

5.2 

693 

7.6 

Source:   MITI,  While  Paper  on  International  Trade,  1986,  as  cited  In  Yamazawa  and  Adachi  (1986). 
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Trade  and  Growth  Relationships 

#1  Wf A^6.  2  SfSSi°n  haS  thuS  far  f0CUSed  on  the  magnitude  and  composi- 
tion of  ASEAN-Japan  trade  flows,  the  implications  of  changes  in  these  trade 
relationships  on  the  future  performance  of  the  individual  ASEAN  economies 
are  more  difficult  to  trace,  as  they  require  serious  econometric  modeling  ef- 
forts. The  broad  macro-economic  directions  are  clear:  a  slowdown  in  the 
Japanese  economy  would  generally  lead  to  a  contraction  of  its  imports  from  its 
trading  partners.  The  drop  in  exports  of  the  trading  partners  would  in  turn 
lead  to  a  contraction  in  their  output  and  employment.  The  problem  lies  in 
estimating  the  likely  quantitative  dimensions  of  these  effects. 

An  early  study  of  MITI  (1976),  cited  by  Kakazu  (1982),  estimates  these  ef- 
fects to  be  substantial.  Measures  of  the  elasticities  of  Japan's  imports  from  in- 
dividual ASEAN  countries  with  respect  to  Japan's  GNP,  covering  the  period 
1960  to  1974,  were  as  follows:  Indonesia,  1.89;  Malaysia,  0.74;  Philippines 
0.90;  Singapore,  1 .73;  and  Thailand,  1 . 12.  In  other  words,  a  1  per  cent  drop  in 
Japan's  output  would  lead  to  a  1.89  per  cent  drop  in  its  imports  from  In- 
donesia (or  a  1.89  per  cent  drop  in  Indonesia's  exports  to  Japan).  Trade 
multipliers,  on  the  other  hand,  measuring  by  how  much  a  country's  output 
would  expand  when  its  exports  expand,  were  estimated  as  follows:  Indonesia 
2.133;  Malaysia,  1.944;  Philippines,  2.768;  Singapore,  1.973;  and  Thailand,' 
2.518. 

The  net  effect  of  a  contraction  in  the  Japanese  economy  on  a  given  country 
would  depend  not  only  on  the  above  measures  but  also  on  the  ratio  of  Japan's 
imports  from  that  country  to  Japan's  GNP.  The  results  of  the  MITI  simula- 
tion showed  that,  given  the  trade  and  domestic  output  structure  in  1975,  Indo- 
nesia would  be  the  ASEAN  country  most  adversely  affected  by  a  Japan  slow- 
down, while  Singapore  would  be  the  least  affected.  The  effects,  of  course,  cut 
both  ways:  positive  developments  in  the  Japanese  economy  would  benefit  In- 
donesia the  most  and  Singapore  the  least. 

A  recent  study  by  Yamazawa,  Nohara,  and  Osada  (1986)  uses  the  1975  in- 
ternational input-output  tables  reconstructed  by  the  Institute  of  Developing 
Economies  (1982)  to  derive  at  an  indicator  referred  to  as  the  "mutual  induce- 
ment ratio,"  which  is  defined  as  country  A's  value  added  induced  by  country 
B  divided  by  B's  value  added  induced  by  A,  where  the  inducement  effect  is 
measured  using  input-output  relationships.  The  results  showed  basically  the 
same  pattern  found  in  the  MITI  study:  Indonesia  would  be  most  sensitive  to 
changes  in  the  Japanese  economy,  followed  by  the  Philippines,  Malaysia,  and 
Thailand,  with  Singapore  coming  last. 

While  such  simulation  studies  may  be  helpful  in  clarifying  possible  policy 
actions  in  the  event  of  different  scenarios  materialising,  their  actual  use  in 
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policy  formulation  has  to  be  approached  with  caution.  These  simulations 
often  rely  on  a  host  of  ceteris  paribus  and  "what  if"  assumptions;  the  data 
bases  used  in  the  studies  cited  above  cover  only  up  to  the  mid-1970s,  and  the 
applicability  of  the  co-efficients  and  parametre  estimates  to  the  economic  con- 
ditions prevailing  in  the  1980s  may  be  questioned,  especially  in  the  light  of  the 
second  oil  price  shock  in  the  late  1970s,  the  world  economic  recession  in  the 
early  1980s,  and  the  major  currency  re-alignments  in  the  mid-1980s. 

The  projected  scenarios  coming  from  such  studies  may  also  influence  the 
course  of  the  economic  policy,  whereby  a  concrete  action  is  taken  to 
counteract  any  expected  adverse  trends.  Some  of  the  steps  that  may  be  taken, 
such  as  non-tariff  measures,  are  difficult  to  build  into  such  models,  giving  rise 
to  charges  of  unfair  trade  practices  when  observed  trade  flows  do  not  follow 
the  models'  predictions. 

Thus,  with  the  world  recession  in  the  early  1980s,  although  Japan's  tariff 
barriers  were  lowered,  an  increase  in  complaints  could  nevertheless  be  heard 
from  many  trading  partners  about  Japan's  non-tariff  barriers.  Balassa  (1986) 
cites  a  long  list  of  official  complaints  from  Korea  and  Singapore.  The  Federa- 
tion of  ASEAN  Economic  Associations  chose  for  the  theme  of  its  annual  con- 
ference in  December  1986  the  topic,  "Barriers  to  ASEAN  Market  Access  to 
the  US,  Japan,  and  the  EEC"  (see,  for  example,  the  Guina  1986  for  a 
representative  listing  of  ASEAN  member  country  complaints).  Bilateral 
negotiations  between  Japan  and  the  ASEAN  countries,  either  individually  or 
as  a  bloc,  are  regularly  taking  place  to  look  into  these  perceived  problems. 
Ultimately,  of  course,  much  of  a  country's  growth  also  depends  on  its 
handling  of  its  own  internal  and  external  economic  policies,  as  the  varied  ex- 
periences of  the  individual  ASEAN  nations  bear  out. 


Economic  Assistance  and  Private  Investment  Flows 

As  mentioned  earlier,  the  predominantly  one-way  flow  of  capital  funds 
from  Japan  to  ASEAN  countries  is  another  major  venue  of  interaction  be- 
tween Japan  and  the  region.  The  flow  of  funds  may  come  by  way  of  Official 
Development  Assistance  (ODA)  or  through  private  direct  investments. 

The  past  decade  has  witnessed  a  substantial  increase  in  Japan's  ODA  to 
ASEAN  member  countries  (Table  7).  The  share  of  ASEAN  in  the  total  of 
Japan's  ODA,  however,  has  shown  a  dramatic  decline:  between  1975  and 
1984,  the  share  in  grants  fell  from  30  per  cent  to  26  per  cent,  while  that  in  loans 
likewise  fell  from  45  per  cent  to  34  per  cent. 

The  distribution  of  Japan's  ODA  among  the  member  countries  is  also 
uneven.  ODA  cumulated  from  1980  to  1984  was  highest  for  Indonesia,  fol- 
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Table  7 


JAPAN'S  BILATERAL  OFFICIAL  DEVELOPMENT  ASSISTANCE  TO  ASEAN 

(In  Million  US  Dollars) 


Annual  Flows 


ASEAN 
Grants 
Loans 
Total 

Indonesia 
Grants 
Loans 
Total 

Malaysia 
Grants 
Loans 
Total 

Philippines 
Grants 
Loans 
Total 

Singapore 
Grants 
Loans 
Total 

Thailand 
Grants 
Loans 
Total 

All  Countries 
Grants 
Loans 
Total 

ASEAN's  Share  (%) 
Grants 
Loans 
Total 


1975 


59.5 
321.2 
380.7 


10.8 
187.1 
197.9 


3.3 
60.1 
63.4 


36.3 
34.1 
70.4 


7.7 
33.5 
41.2 


201.7 
648.7 
850.4 


29.5 
48.1 
44.8 


Cumulated 


1980 


183.9 
519.4 
703.3 


59.2 
290.8 
350.0 


12.7 
52.9 
65.6 


35.7 
58.7 
94.4 


70.2 
119.3 
189.5 


1984 


1975- 
1980 


270.8 
562.5 
833.3 


73.7 
94.0 
167.7 


35.8 
209.3 
245.1 


57.7 
102.4 
160.1 


2,029.8 
2,925.1 
5,954.9 


130.8 
870.5 
1,001.3 


33.1 
216.3 
249.4 


133.8 
198.3 
332.1 


90.4 
141.6 
232.0 

1,063.9 
1,363.5 
2,427.4 


25.5 
41.3 
34.3 


100.4 
319.4 
419.8 


19>">- 
1984 


1,094.3" 
2,653.0 
3,747.3 


301.9 
1,045.7 
1,347.6 


109.7 
433.3 
543.0 


245.5 
502.4 
747.9 


393.7 
640.7 
1.034.4 


Per  Capita 

1980- 
1984 


3.91 
9.47 
13.38 


1.90 
6.58 
8.48 


7.17 
28.32 
35.49 


4.60 
9.41 
14.01 


1.4 

6.1 

13.2 

14.6 

43.5 

17.40 

6.3 

-2.3 

15.2 

12.6 

10.8 

4.32 

7.7 

3.8 

28.4 

27.2 

54.3 

21.72 

7.87 
12.81 
20.68 


Note:    Per  capita  figures  are  based  on  mid-1984  populations. 

Source.-   Japan  Ministry  of  Foreign  Affairs.  Japan  S  Official  Development  Assistance  (ODA)  1983. 

lowed  by  Thailand.  In  per  capita  terms,  however,  Indonesia  appears  to  have 
received  the  lowest,  although  it  is  the  poorest  among  the  member  countries.  In 
fact,  there  seems  to  have  been  a  negative  association  between  per  capita  in- 
comes and  the  levels  of  per  capita  assistance  over  this  period. 
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Table  8 


JAPAN'S  PRIVATE  DIRECT  INVESTMENT  IN  ASEAN  COUNTRIES 
(In  Million  US  Dollars) 


1975 

1980 

1981 

1982 

1983 

1984 

1985 

Indonesia 

589 

529 

2,434a 

410 

374 

374 

406 

Malaysia 

52 

146 

31 

83 

140 

142 

79 

Philippines 

149 

78 

72 

34 

65 

46 

60 

Singapore 

52 

140 

266 

180 

322 

225 

339 

Thailand 

14 

33 

31 

94 

72 

119 

49 

ASEAN 

856 

926 

2,834 

801 

973 

906 

935b 

World 

3,280 

4,693 

8,931 

7,703 

8,145 

10,155 

12,218 

Share  in  ASEAN  Total 

(In  Per  Cent) 

1975 

1980 

1981 

1982 

1983 

1984 

1985 

Indonesia 

68.8 

57.1 

85.9 

51.2 

38.4 

41.3 

43.4 

Malaysia 

6.1 

15.8 

1.1 

10.4 

14.4 

15.7 

8.5 

Philippines 

17.4 

8.4 

2.5 

4.2 

6.7 

5.1 

6.4 

Singapore 

6.1 

15.1 

9.4 

22.5 

33.1 

24.8 

36.3 

Thailand 

1.6 

3.6 

1.1 

11.7 

7.4 

13.1 

5.2 

ASEAN/World 

26.1 

19.7 

31.7 

10.4 

11.9 

8.9 

7.6 

Notes:   a.  Indonesia  received  US$1,838  million  in  equipment  funds  and  loans  for  Pertamina  LNG  Project  and  US$181  million  in 
equipment  funds  for  Asahan  aluminum  project  in  1981. 
b.  The  ASEAN  totals  for  1984  and  1985  include  Brunei,  where  Japan's  investment  for  FY  1984-1985  amounted  to 
US$5  million. 

Source:   Finance  Ministry  Reports,  as  cited  in  Sakuta  (1986). 


It  may  be  argued  that  looking  at  official  development  assistance  in  terms  of 
bilateral  flows  is  "unfair,"  since  much  foreign  aid  is  really  determined 
multilaterally,  as  developed  countries  meet  to  discuss  their  respective  alloca- 
tions to  the  LDCs.  Aid  flows,  however,  do  allow  the  identification  of  the  in- 
dividual donor  countries,  so  that  discussions  of  how  much  assistance  one  is 
getting  from  which  country  cannot  be  avoided. 

Private  direct  investments  from  Japan  to  ASEAN  countries  have  similarly 
shown  a  decreasing  trend,  at  least  as  a  proportion  of  Japan's  total  private 
direct  investments  (Table  8).  As  of  1985,  the  bulk  still  went  to  Indonesia,  fol- 
lowed by  Singapore.  For  Indonesia  in  1981,  US$2  billion  was  accounted  for  by 
only  two  projects  (the  Pertamina  LNG  Project  and  the  Asahan  aluminum  pro- 
ject). The  Philippines,  which  had  17  per  cent  of  the  ASEAN  pie  in  1975,  had 
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its  share  down  to  only  6  per  cent  by  1985.  A  1977  study  by  Japan's  Ministry  of 
Finance  (cited  in  Kakazu  1982)  showed  that  as  of  that  time,  more  than  half  of 
outstanding  investments  by  Japan  in  ASEAN  went  into  mining  of  Indonesia 
and  the  Philippines.  For  Malaysia,  Singapore,  and  Thailand,  over  half  of 
Japanese  private  investments  were  in  the  manufacturing  sector,  with  textiles 
dominating  in  Malaysia  and  Thailand,  and  transport  equipment  significant  in 
Singapore.  Most  of  these  flows,  of  course,  depend  much  on  Japanese  private 
investors'  perceptions  of  the  investment  climate  in  the  host  country,  but  close 
consultations  between  the  private  investors  and  the  Japanese  Government  do 
allow  some  latitude  for  bilateral  negotiations. 


CONCLUDING  REMARKS 

This  overview  of  the  economic  impact  of  Japan  on  the  neighbouring 
ASEAN  countries  has  dealt  extensively  on  trade  relations  and  touched  only 
briefly  on  other  forms  of  economic  interactions,  as  the  historic  record  weighs 
heavily  on  the  trade  aspects.  With  the  recent  appreciation  of  the  Japanese  Yen, 
many  observers  are  hoping  that  the  slackening  of  Japan's  imports  observed  in 
the  first  half  of  the  1980s  would  be  reversed.  At  the  same  time,  it  is  expected 
that,  with  the  recent  currency  re-alignment  making  domestic  investment  op- 
portunities less  attractive,  Japan's  private  investors  would  seek  out  oppor- 
tunities in  other  countries  more  aggressively  and  step  up  their  pace  of  foreign 
investments,  keeping  prospects  bright  for  ASEAN  member  countries. 
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Peace,  Stability,  and  Prosperity 
in  Southeast  Asia:  An  Indonesian  View 

Mochtar  KUSUMAATMADJA 


Speaking  on  peace  and  stability  in  Southeast  Asia  before  a  largely  Japanese 
audience  in  Tokyo  is  not  so  strange  as  it  seems  because  Japan  can  play  an  im- 
portant role  in  efforts  to  establish  a  peaceful,  stable,  and  prosperous  Southeast 
Asia.  As  peace  and  political  stability  are  a  prerequisite  for  prosperity,  it  can  be 
said  with  justification  that  Japan  is  closely  linked  to  the  future  prosperity  of 
the  region. 

The  Southeast  Asian  region  has  not  known  peace  since  before  the  start  of 
the  Great  Asia  War,  the  Asian  theater  of  World  War  II,  more  than  40  years 
ago.  Even  now  when  most  armed  conflicts  have  ceased,  hostilities  of  a  limited 
nature  still  continue  in  Cambodia,  and  all  the  countries  of  Indochina 
~  Cambodia,  Laos,  and  Vietnam,  are  suffering  from  the  ravages  of  war  and 
economic  underdevelopment. 


THE  DEVELOPMENT  OF  ASEAN 

Indonesia  has  since  1966  abandoned  its  policy  of  "confrontation"  with  its 
neighbours  and  in  1967  helped  to  establish  the  Association  of  Southeast  Asian 
Nations,  thus  laying  down  the  basis  for  a  stable,  peaceful,  and  prosperous 
Southeast  Asia  through  co-operation  with  its  neighbours  in  economic,  social, 
and  cultural  fields.  The  end  of  the  war  in  Indochina  between  the  United  States 
and  Vietnam  in  1975  raised  hopes  for  a  peaceful  future  for  Southeast  Asia. 

The  ASEAN  Summit  Meeting  in  Bali  held  in  early  1976,  which  reflected 
this  optimism,  produced  two  documents  of  great  importance  in  the  history  of 
ASEAN,  namely,  the  ASEAN  Concord  and  the  ASEAN  Treaty  of  Amity, 
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Friendship,  and  Co-operation.  These  documents  contained  principles  and  pro- 
visions for  ASEAN  co-operation  beyond  the  economic,  social,  and  cultural 
fields,  laying  the  basic  foundation  for  closer  political  co-operation. 

It  was  not  until  the  end  of  1978  or  the  beginning  of  1979  that  political  co- 
operation between  the  ASEAN  member  countries  became  a  reality.  The  im- 
petus was  provided  by  the  invasion  of  Cambodia  by  Vietnam. 

The  Bali  Summit  of  1976  was  important  because  it  was  at  this  meeting  that 
the  philosophy  of  ASEAN  regional  co-operation  as  proposed  by  Indonesia's 
President  Soeharto  was  endorsed  by  the  other  ASEAN  heads  of  state  and 
government. 

The  basic  philosophy  of  ASEAN  co-operation  is  the  attainment  of  regional 
resilience  through  the  enhancement  of  the  respective  national  resiliencies  of  the 
ASEAN  member  countries. 

This  philosophy  of  regional  co-operation  contains  two  principles  or  con- 
cepts which  need  further  clarification,  namely,  the  nature  and  form  of  co- 
operation among  the  member  states  and  the  concept  of  national  resilience. 

In  ASEAN  the  nature  of  regional  co-operation  between  the  member  states 
is  rather  a  loose  one,  a  truly  voluntary  co-operation  between  sovereign  nations 
'with  no  supranational  bodies  or  institutions.  As  to  form,  it  is  therefore  truly 
;an  association  of  nations,  not  an  organisation. 

National  resilience  refers  to  the  strength  of  the  member  nation  states  and 
their  capacity  to  withstand  threats  to  their  national  existence  and  survival, 
:both  from  external  and  internal  sources,  and  it  is  therefore  a  broader  concept 
than  national  defence.  It  encompasses  the  economic,  political,  social,  and 
.cultural  aspects  of  national  life.  Of  these  the  economic  aspect  is  the  one  most 
ssusceptible  to  international  co-operation,  the  other  aspects  being  more  proper- 
ly matters  of  national  concern. 

Since  the  ASEAN  member  countries  are  for  the  most  part  economically 
.underdeveloped,  assistance  to  their  development  is,  therefore,  the  first  priori- 
ty. The  more  so  since  most  of  them  suffered  from  colonial  exploitation  fol- 
lowed by  the  sufferings  of  war  and  internal  political  instability.  It  is  thus  not 
surprising  that  in  varying  degrees  the  ASEAN  member  countries  have  required 
considerable  infusions  of  foreign  economic  assistance  and  investment.  As  their 
economies  improve  and  their  capacities  for  international  trade  increase  there 
JS  a  tendency  for  the  issues  of  trade  and  access  to  foreign  markets  to  replace 
economic  assistance  and  aid. 
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ASEAN- JAP  AN  RELATIONS 

Since  the  ASEAN  countries  are  basically  free-market-oriented  economies 
eschewing  rigid  economic  planning,  it  is  the  free  market  economies  of  Europe, 
America,  and  Asia  that  are  the  ASEAN  countries'  natural  trading  and 
economic  partners. 

Japan  takes  an  important  place  among  the  economic  and  trading  partners 
of  the  ASEAN  member  countries.  It  is  against  this  general  background  of 
economic  and  trade  relations  between  the  ASEAN  countries  and  Japan  that  I 
wish  to  discuss  some  aspects  of  ASEAN- Japan  economic  and  trade  relations. 

The  point  to  be  made  clear  at  this  juncture  is  this:  By  assisting  Indonesia 
and  the  other  ASEAN  member  countries,  whether  by  providing  economic 
assistance  or  access  to  its  own  markets,  Japan  is  thereby  assisting  the  enhance- 
ment of  the  ASEAN  countries'  national  resiliencies.  This  indirectly  helps  bring 
about  political  stability  in  the  Southeast  Asian  region.  An  enlightened  policy 
of  economic  assistance  and  co-operation  through  trade  with  the  ASEAN  coun- 
tries provides  Japan  with  an  opportunity  to  play  a  constructive  role  in  en- 
hancing political  stability  in  Southeast  Asia  through  means  that  are  essentially 
non-political. 

The  question  whether  such  a  policy  is  in  keeping  with  Japan's  self-interest 
can  be  answered  in  the  affirmative.  Strictly  from  an  economic  point  of  view, 
the  strengthening  of  one's  partner  in  an  interdependent  relationship  makes 
good  sense.  The  stronger  Japan's  trading  partners  in  Southeast  Asia  become, 
the  better  it  is  for  both  sides  in  the  long-run.  From  a  long-term  political  point 
of  view  such  an  enlightened  economic  and  trade  policy  vis-a-vis  the  ASEAN 
countries  is  at  least  harmless  to  Japan's  political  interests  and  may  even  be 
beneficial  in  the  long-term. 

As  I  have  just  stated,  both  the  ASEAN  countries  and  Japan  are  basically 
free-market-oriented  economies.  Neither  side  threatens  the  other  since  neither 
side  has  imperialistic  designs,  nor  does  either  attempt  or  aspire  to  impose  a  cer- 
tain political  or  economic  system  on  the  other.  Both  sides  aspire  to  a  peaceful 
world  free  from  interference  and  intervention  from  outside  forces.  Most 
ASEAN  countries,  along  with  Japan,  share  a  common  concern  about  the 
threat  of  nuclear  war  and  the  dangers  of  nuclear  testing. 

After  reiterating  the  political  rationale  for  close  economic  and  trade  co- 
operation between  the  ASEAN  member  countries  and  Japan,  it  remains  to  be 
said  that  such  co-operation  must  absolutely  be  based  on  the  principle  of 
mutual  benefit  and  mutual  respect  for  the  interests  and  national  integrity  and 
sovereignty  of  both  sides. 
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ASEAN- JAP  AN  ECONOMIC  ISSUES 

Having  stated  the  case  for  long-term  economic  and  trade  co-operation  be- 
tween the  ASEAN  member  countries  and  Japan  and  the  long-term  benefits 
such  co-operation  will  bring  for  the  stability  of  Southeast  Asia,  I  will  now 
review  the  economic  and  trade  relations  between  the  ASEAN  member  coun- 
tries and  Japan  in  the  1980s.  I  will  then  offer  some  thoughts  on  some  problems 
which  merit  our  special  attention  if  this  co-operation  is  to  bring  long-term 
benefits  for  both  the  ASEAN  countries  and  Japan. 

The  first  half  of  the  1980s  has  witnessed  some  discouraging  trends  in  the 
economic  relations  between  the  ASEAN  countries  and  Japan. 

Trade  relations  show  some  worrying  developments  as  can  be  seen  from 
various  indicators.  Although  Japan's  total  trade  with  the  world  soared  from 
US$295  billion  in  1981  to  US$305  billion  in  1985,  total  trade  with  ASEAN  fell 
from  US$36  billion  to  US$31  billion  in  the  same  period  with  no  sign  of  im- 
mediate rebound  in  sight.  In  fact,  while  total  trade  with  the  world  continued  to 
show  signs  of  vigorous  expansion,  trade  with  ASEAN  is  likely  to  stagnate  or 
even  decline  further. 

ASEAN 's  share  in  Japan's  total  trade  has  been  experiencing  a  continuous 
decline  since  1980,  falling  from  12.7  per  cent  in  that  year  to  only  9.0  per  cent  in 
the  first  half  of  1986.  These  developments  are  of  particular  concern  to  In- 
donesia, whose  exports  to  Japan  in  1985  were  24  per  cent  lower  than  in  1981, 
while  imports  in  the  same  period  declined  by  no  less  than  47  per  cent. 
Although  the  balance  of  trade  remains  in  favour  of  ASEAN,  this  cannot  be  a 
consolation  in  view  of  the  weakening  overall  trend  of  ASEAN- Japan  trade 
relations. 

Equally  discouraging  from  the  viewpoint  of  the  ASEAN  countries  is  the 
trend  of  Japanese  direct  investment  abroad  which,  in  the  wake  of  Japan's  huge 
current  account  surplus,  is  growing  in  importance  among  the  elements  of 
Japan's  economic  presence  in  other  countries.  The  last  few  years  have  wit- 
nessed a  staggering  growth  of  Japan's  direct  investment  abroad.  Annual  in- 
vestment rose  from  US$4.7  billion  in  1980  to  US$12  billion  in  1985.  Yet, 
Japan's  direct  investment  in  the  ASEAN  countries  stagnates  at  US$0.9  billion 
annualy,  meaning  a  steep  decline  in  the  ASEAN  countries'  share  in  Japan's  an- 
nual overseas  direct  investment  from  19.7  per  cent  in  1980  to  7.7  per  cent  in 
1985. 

As  far  as  development  assistance  is  concerned,  ASEAN  countries  continue 
to  enjoy  a  high  priority  in  Japan's  assistance  policy.  As  of  1985,  nearly  36  per 
cent  of  Japan's  total  financial  assistance  went  to  the  ASEAN  countries  of 
which  Indonesia,  with  a  share  of  17  per  cent,  is  by  far  the  biggest  recipient. 
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Without  this  financial  assistance  the  ASEAN  countries'  efforts  to  adjust 
the  new  global  economic  environment  might  have  turned  out  to  be  much  more 
costly  in  terms  of  the  scaling  down  of  development  efforts.  It  will  continue  to 
be  of  crucial  importance  to  future  economic  development  of  the  ASEAN  coun- 
tries. Therefore,  the  willingness  of  Japan  to  increase  its  development 
assistance  is  an  encouraging  sign. 


REASONS  BEHIND  THE  DECLINE  IN  TRADE  - 

One  of  the  reasons  for  the  decline  of  ASEAN- Japan  trade  is  its  vulnerabili- 
ty to  the  instability  of  commodity  trade.  Depressed  commodity  prices  as  a 
result  of  the  declining  resource  intensity  of  Japan's  economic  growth,  on  the 
one  hand,  and  oversupply,  on  the  other,  have  hit  the  exports  of  ASEAN  coun- 
tries, around  90  per  cent  which  consist  of  primary  commodities.  This  abrupt 
decline  in  turn  affected  Japan's  exports  to  the  ASEAN  countries. 

The  concentration  of  Japan's  investment  in  ASEAN  in  resource  and 
import-substitution  sectors  is  another  reason.  As  commodity  prices  decline,  in- 
vestment in  the  resource  sector  becomes  less  and  less  profitable.  Similarly,  as 
growth  performance  deteriorates,  ASEAN  countries  become  less  and  less  at- 
tractive to  import-substitution  investment. 

Should  the  two  trends  persist,  Japan  may  also  finally  find  the  attrac- 
tiveness of  ASEAN  countries  as  borrowers  declining. 

The  new  position  of  Japan  is  a  factor.  To  be  sure,  Japan's  main  export 
markets  are  not  found  in  the  ASEAN  countries.  It  is  the  United  States,  the 
European  Community,  and  several  newly  industrialising  countries  that  absorb 
the  lion  share  of  Japan's  exports.  These  markets  are  increasingly  protectionist, 
however,  and  this  trend  is  forcing  Japan  to  concentrate  its  trade  policy  agenda 
on  maintaining  access  to  them  and  to  divert  its  foreign  direct  investment  to 
these  large  markets  as  a  way  of  penetrating  them  from  within. 

Barriers  to  Japan's  market  for  manufactured  products  are  a  cause.  The 
barriers  are  certainly  the  lowest  as  far  as  border  protection  is  concerned.  How- 
ever, consumers  are  to  be  found  inside  rather  than  at  the  border  of  a  customs 
area.  There  is  a  long  distance  between  the  border  and  consumers  and  it  is  in 
this  distance  that  problems  lie. 

The  inability  of  the  ASEAN  countries  to  improve  their  supply  conditions 
so  as  to  be  competitive  with  South  Korea  and  other  more  advanced  developing 
countries  is  a  problem.  Further  domestic  adjustments  are  necessary,  and  the 
possibility  of  using  intra-ASEAN  liberalisation  as  an  adjustment  vehicle  is  be- 
ing seriously  considered. 
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Differences  in  diagnoses  may  continue  to  exist.  Even  so,  the  decline  in 
ASEAN- Japan  economic  relations  needs  to  be  halted  before  they  become  ir- 
reparable. 


ASEAN  AS  AN  ADJUSTMENT  MECHANISM 

Representatives  of  ASEAN  countries  have  repeatedly  proposed  adjustment 
measures,  both  bilaterally  and  in  the  context  of  ASEAN.  The  key  word  is 
restructuring.  The  combination  of  Japan's  declining  reliance  on  some 
"simple"  manufacturing  activities,  a  tightening  labour  shortage  in  Japan,  the 
continuously  appreciating  Yen,  and  rising  current  account  surpluses  provide  a 
favourable  environment  for  Japan  to  relocate  some  industries  abroad.  The 
factor  endowments  of  ASEAN  countries  are  particularly  suitable  for  some  of 
the  industries. 

In  addition  to  trade  liberalisation,  fiscal  stimulation,  and  an  expansive 
monetary  policy,  a  restructuring  programme  appears  to  be  necessary.  This  pro- 
gramme would  involve  not  only  funds,  but  also  the  transfer  of  knowledge  and 
technology  that  would  open  up  new  opportunities  for  Japan's  investment  in 
the  ASEAN  countries.  The  basic  idea  of  the  "Fukuda  Fund"  is  still  valid. 
While  designing  the  restructuring,  ASEAN  countries  should  rediscover  the 
merits  of  co-ordinated  adjustment  as  a  way  of  reaping  economies  of  scale,  in- 
i  eluding  less  costly  protection  vis-a-vis  the  rest  of  the  world. 

Undoubtedly,  support  from  other  developed  countries  is  necessary.  Trade 
i  liberalisation  and  fiscal  and  monetary  policy  co-ordination  are  issues  of  global 
i  concern.  In  other  words,  ASEAN- Japan  Dialogue  is  not  a  substitute  for  global 
I  efforts  such  as  the  new  GATT  round.  Nor  will  the  Pacific-wide  efforts  become 
i  redundant.  These  forums  are  complementary. 

To  face  the  new  environment,  the  ASEAN  countries  are  aware  of  the  need 
Ito  reinvigorate  ASEAN  economic  co-operation.  As  the  twentieth  anniversary 
tof  ASEAN  approaches,  various  activities  aimed  at  formulating  new  ap- 
proaches to  ASEAN  economic  co-operation  are  under  way.  The  next  summit 
us  expected  to  come  up  with  substantial  agreements  that  would  help  re- 
eestablish  the  attractiveness  of  ASEAN  as  a  "growth  centre." 
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At  the  end  of  World  War  II,  the  American  journalist  Walter  Lippmann 
declared  that  the  Atlantic  Ocean  had  become  an  inland  sea,  thus  inaugurating 
the  "Age  of  the  Atlantic."  Since  then,  great  strides  in  transportation  and 
telecommunications  have  expanded  cultural,  economic,  and  scientific  and 
technological  exchange  among  the  nations  of  the  Pacific.  This  progress  has 
begun  to  turn  the  vast  Pacific  Ocean  into  another  inland  sea,  setting  the  stage 
for  the  "Age  of  the  Pacific." 

THE  ADVENT  OF  THE  "AGE  OF  THE  PACIFIC" 

The  major  factors  facilitating  the  advent  of  the  Age  of  the  Pacific  are  the 
rapid  growth  of  the  Asia-Pacific  region's  market  economies,  the  deepening  of 
their  economic  interdependence,  and  their  growing  share  of  world  trade.  This 
region,  which  30  years  ago  was  one  of  the  poorest  in  the  world,  is  now  under- 
going a  dramatic  transformation. 

There  have  been  two  great  waves  of  economic  development  in  the  Asia- 
Pacific  region  since  1960,  and  a  third  wave  is  now  about  to  break.  The  first 
wave  was  Japan's  rapid  growth  in  the  1960s,  when  it  achieved  annual  econo- 
mic growth  rates  of  more  than  10  per  cent;  today  Japan,  together  with  the 
United  States,  is  a  major  pillar  of  the  world  economy.  The  second  wave,  in  the 
1970s,  was  the  fast  growth  of  the  region's  newly  industrialising  nations:  Hong 
Kong,  Singapore,  South  Korea,  and  Taiwan.  Despite  the  global  recession 
caused  by  the  two  oil  crises  of  that  decade,  the  Asian  NICs  have  succeeded  in 
maintaining  a  tempo  of  economic  growth  greater  than  that  of  most  advanced 
countries. 
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The  third  wave  of  growth  will  occur  in  China  and  the  countries  of  the 
Association  of  Southeast  Asian  Nations  (Brunei,  Indonesia,  Malaysia,  the 
Philippines,  and  Thailand;  as  noted  above,  Singapore,  the  sixth  ASEAN  mem- 
ber country  has  already  joined  the  ranks  of  the  NICs).  Although  global  reces- 
sion and  protectionism  in  the  advanced  countries  has  slowed  growth  in  Asia 
and  the  Pacific  for  the  past  several  years,  the  countries  of  the  region,  stretch- 
ing from  Northeast  Asia  through  China  to  Southeast  Asia,  will  maintain  their 
growth  potential  and  dynamism  into  the  twenty-first  century. 

From  the  end  of  World  War  II  to  the  1960s,  the  advanced  industrialised  na- 
tions of  Europe  and  North  America  were  the  engines  of  world  economic  growth. 
The  United  States'  economic  growth  and  the  European  Community's  rapid 
increase  in  both  intra-  and  extra-regional  trade  reflected  the  fact  that  the  Atlan- 
tic region  was  the  centre  of  global  economic  and  trade  expansion.  Subsequent- 
ly, however,  growth  fell  off  rapidly,  and  the  region  was  beset  by  a  malaise  that 
lowered  productivity  growth  and  weakened  economic  vitality.  The  centre  of 
growth  shifted  to  the  oil-producing  countries  and  to  the  Latin  American  and 
Asian  NICs. 

The  countries  of  the  Asia-Pacific  region  overcame  the  second  "oil  shock" 
of  1979  by  skillfully  implementing  economic  adjustment  policies;  thus,  with 
the  recovery  of  the  global  economy  in  the  early  1980s,  the  dynamism  needed 
for  regional  development  re-appeared  and  they  were  able  to  continue  their 
remarkable  growth.  In  contrast  to  Latin  American  countries,  whose  develop- 
ment is  impeded  by  their  heavy  burden  of  external  debt,  the  countries  of  Asia 
and  the  Pacific  are  today  facing  new  growth  opportunities. 

One  of  the  key  factors  promoting  economic  growth  in  these  countries  has 
been  the  effective  economic  management.  Their  governments  have  promoted 
active  private-sector  domestic  investment  and  adopted  a  development  strategy 
of  actively  fostering  export-oriented  industries.  The  saving  rate  has  risen  with 
the  standard  of  living,  enabling  these  countries  to  raise  the  funds  needed  for 
development  domestically.  In  addition,  the  private  sector  has  skillfully  utilised 
the  market  mechanism  to  promote  vigorous  business  activities.  Finally,  im- 
proved agricultural  production  has  provided  a  solid  foundation  for  their  con- 
tinued growth. 

Though  government  and  private-sector  efforts  have  made  development 
possible,  we  must  also  note  the  existence  of  certain  conditions  facilitating  such 
efforts.  The  region's  pattern  of  development  has  been  likened  to  the  V-shaped 
pattern  of  a  formation  of  flying  geese,  a  pattern  reflecting  the  unique  character 
of  Pacific  developments.  The  United  States,  the  first  Pacific  nation  to  achieve 
rapid  growth,  became  the  leading  country.  Next,  Japan  achieved  dramatic 
developments  in  consumer  goods,  followed  by  consumer  durables  and  capital 
goods.  The  Asian  NICs  and  ASEAN  are  now  following  in  Japan's  wake. 
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In  addition  to  their  varied  stages  of  development,  the  countries  of  the  Asia- 
Pacific  region  differ  in  natural-resources'  endowments,  religion,  culture,  and 
history.  This  very  diversity  has  facilitated  the  flying-geese  pattern  of  develop- 
ment. Each  country  has  achieved  growth  by  building  on  its  unique  strengths  in 
the  context  of  its  own  stage  of  development.  This  pattern  of  development,  free 
of  the  rigid  traditional  North-South  relationship  of  exploiter  and  exploited,  of- 
fers proof  that  it  is  possible  for  North  and  South  to  grow  and  develop 
simultaneously,  thus  opening -a  new  chapter  in  the  history  of  North-South  rela- 
tions. 


A  DYNAMIC  DIVISION  OF  LABOUR 

Next  is  a  brief  description  of  the  circumstances  of  the  countries  par- 
ticipating in  the  region's  development. 

Access  to  its  enormous  market  is  one  of  the  United  States'  major  contribu- 
tions to  the  establishment  of  a  harmonious  division  of  labour  within  the 
region.  The  US  market,  the  largest -in  the  world,  is  among  the  world's  most 
open.  The  United  States  absorbs  about  60  per  cent  of  the  manufactured  ex- 
ports of  the  region's  developing  countries.  American  capital,  technology,  and 
management  know-how  have  also  made  a  great  contribution  to  Pacific 
development.  In  addition,  US  military  might  has  played  a  stabilising  role,  thus 
indirectly  aiding  the  region's  economic  growth. 

Japan  has  contributed  high-quality,  low-priced  capital  goods.  Japanese 
machinery  has  enabled  the  NICs  and  the  ASEAN  countries  to  improve  the  in- 
ternational competitiveness  of  their  industries.  In  recent  years  Japan  has  also 
begun  to  provide  more  industrial  co-operation,  capital  exports,  and  develop- 
ment assistance.  Above  and  beyond  this,  Japan's  success  is  proof  that  Asian 
countries  can  develop  along  the  lines  of  Western  models. 

Industrialising  through  aggressive  export  promotion,  the  Asian  NICs  have 
also  contributed  to  the  region's  economic  development.  Although  Japanese 
and  American  capital  is  still  moving  chiefly  into  the  NICs'  labour-intensive  in- 
dustries, the  NICs  themselves  have  begun  to  increase  the  production  of  con- 
sumer durables  and  capital  goods. 

ASEAN  countries,  rich  in  labour  and  natural  resources,  have  been  utilising 
these  resources  to  increase  the  international  competitiveness  of  their  labour- 
intensive  industries.  The  centre  of  production  in  such  industries  is  now  shifting 
from  the  NICs  to  ASEAN.  Southeast  Asia,  along  with  the  Middle  East,  used 
to  be  called  the  world's  tinderbox.  But  the  formation  of  ASEAN,  an  active 
organisation  for  regional  co-operation,  has  demonstrated  that  the  countries  of 
the  Asia-Pacific  region  can  enjoy  stability  and  economic  development. 
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Australia,  Canada,  and  New  Zealand  have  also  aided  the  region's  develop- 
ment, both  as  major  exporters  of  foodstuffs,  coal,  and  ores  and  as  advanced 
industrial  countries  that  have  built  up  complementary  trade  relations  with  such 
countries  as  Japan,  South  Korea,  and  Taiwan. 


THE  REGION'S  PROSPECTS 

We  have  seen  that  economic  development  in  Asia  and  the  Pacific  has 
followed  a  flying-geese  pattern,  with  the  United  States  and  Japan  leading  the 
way.  What  course  will  the  region  follow  in  the  future? 

The  most  important  factor  to  be  taken  into  account  when  considering  the 
prospects  of  the  Pacific  economy  is  the  direction  of  the  US  economy.  After 
World  War  II  the  United  States  contributed  to  the  revitalisation  of  the  world 
economy  by  providing  massive  aid  to  Europe  through  the  Marshall  Plan,  and 
at  the  same  time  bore  most  of  the  cost  of  the  free  trade  system,  exemplified  by 
such  institutions  as  the  International  Monetary  Fund  and  the  General  Agree- 
ment on  Tariffs  and  Trade.  Though  America's  strength  is  not  what  it  used  to 
be,  neither  Japan  nor  West  Germany  has  the  wherewithal  to  take  America's 
place.  The  United  States  still  has  tremendous  potential,  and  will  remain  the 
major  determinant  of  the  direction  of  international  politics  and  the  world 
economy  for  the  foreseeable  future. 

US  productivity  declined  in  the  1970s  but  began  to  recover  in  the  1980s. 
Plant  and  equipment  investment  has  risen,  and  the  quality  of  the  labour  force 
is  starting  to  improve.  Wage  restraint,  efforts  to  streamline  management,  and 
other  factors  have  had  a  beneficial  impact. 

Nevertheless,  the  US  economy  cannot  stand  up  indefinitely  under  the 
heavy  burden  of  its  huge  current-account  deficit;  reducing  this  deficit  has 
become  an  urgent  priority.  In  this  regard,  the  September  1985  Agreement  of 
the  Central  Bankers  and  Financial  Authorities  of  Britain,  France,  Japan,  West 
Germany,  and  the  United  States  to  lower  the  value  of  the  Dollar  vis-a-vis  that 
of  other  key  currencies  represented  a  hopeful  development  for  the  US 
economy  and  for  the  world  economy  as  a  whole. 

As  stated  above,  the  United  States  is  the  largest  market  in  the  world 
Nevertheless,  in  many  areas  US  business  is  losing  international  com- 
petitiveness, and  protectionist  pressure  is  mounting.  For  the  sake  of  the 
world's  economic  vitality,  it  is  hoped  that  the  United  States  will  not  try  to 
reduce  its  current-account  deficit  through  protectionism  but  instead  will  in- 
crease efforts  to  improve  its  balance  of  payments  through  policies  designed  to 
facilitate  industrial  restructuring  and  enhance  competitiveness 
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The  Asian  NICs  have  achieved  rapid  growth  through  a  combination  of 
export-oriented  economic  policies  and  vigorous  private-sector  investments. 
South  Korea  and  Taiwan  have  recently  recovered  from  recessions  and  show 
signs  of  renewed  growth,  though  Singapore's  economic  problems  continue.  In 
addition  to  further  expanding  their  exports,  the  NICs  as  a  whole  need  to  create 
greater  economic  stability  by  expanding  their  domestic  markets  on  the  one 
hand  and  promoting  regional  trade  by  opening  up  their  markets  on  the  other. 

ASEAN  member  countries  are  now  at  the  take-off  point  in  their  economic 
development,  but  their  growth  rates  have  been  slowing  as  a  result  of  the  global 
recession  and  growing  protectionism  in  advanced  countries,  not  to  mention  the 
stagnant  oil  and  primary-product  markets.  The  fall  in  the  prices  of  oil  in  par- 
ticular has  created  a  "reverse  oil  shock"  for  oil-producing  countries  like  In- 
donesia and  Malaysia,  burdening  them  with  serious  budget  deficits  and  a 
worsening  balance  of  payments.  Meanwhile,  the  Philippines'  huge  external 
debt  and  political  instability,  as  well  as  the  stagnation  of  such  key  exports 
markets  as  copper  and  lumber,  necessitate  difficult  decisions  in  economic 
management.  Vigorous  efforts  to  maintain  political  stability  have  been  conti- 
nuing since  February  1986,  when  Corazon  Aquino  took  office  as  president, 
and  economic  reconstruction  would  have  a  beneficial  effect  on  this  process. 

Despite  these  setbacks,  ASEAN  countries  retain  the  development  potential 
afforded  by  their  abundant  labour  and  natural  resources.  These  countries  face 
brighter  prospects  than  many  other  developing  countries  and  should  not  scale 
down  their  development  strategies  on  the  basis  of  unduly  pessimistic  projec- 
tions. Their  international  competitiveness  in  labour-intensive  industries  will 
continue  to  grow,  and  with  this  will  come  the  need  for  a  shift  from  import 
replacement  to  export-led  directed  industrialisation.  The  promotion  of 
economic  development  will  also  require  technology  and  capital  from  advanced 
industrial  countries. 

When  assessing  the  future  of  the  Asia-Pacific  region,  we  must  also  careful- 
ly evaluate  China's  open-door  economic  policy,  since  this  is  one  of  the  major 
variables  affecting  the  region.  If  China  followed  the  example  of  Hong  Kong, 
Singapore,  and  Taiwan,  its  modernisation  policies  would  lead  to  both  the 
growth  of  labour-intensive  industries  and  the  possibility  of  direct  competition 
with  ASEAN.  However,  in  view  of  China's  stage  of  development  and  its  stock 
of  natural  resources,  not  to  mention  the  potential  size  of  its  domestic  market, 
trade  relations  between  China  and  the  rest  of  the  region  are  more  likely  to  be 
complementary.  The  steady  development  of  China's  economy  should  make  a 
large  contribution  to  trade  expansion  and  economic  growth  in  the  entire 
region.  It  may  take  some  time  for  economic  relations  with  China  to  become 
closer,  in  view  of  the  wary  attitude  toward  China  of  the  other  countries  in  the 
region.  Nonetheless,  the  dominant  trend  is  toward  greater  economic  inter- 
dependence. 
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Within  China  itself,  the  problem  of  reconciling  the  open-door  policy 
needed  for  modernisation  with  the  requirements  of  domestic  political 
discipline  has  yet  to  be  resolved.  Nonetheless,  as  long  as  China's  national  goal 
of  the  "four  modernisations"  remains  paramount,  an  open-door  policy  is  in- 
evitable. Though  there  may  be.occasional  swings,  it  is  hard  to  imagine  a  return 
to  the  earlier  inward-looking  stance. 

Since  China's  participation  in  the  Asia-Pacific  economy  would  not  only 
add  a  new  dimension  to  the  region's  trade  and  economy  but  also  exert  a  major 
influence  on  its  future,  it  would  behoove  us  to  create  an  environment  that 
allows  China  to  play  an  active  role  in  the  region's  interdependent  system. 

One  other  factor  that  should  be  examined  when  considering  the  region's 
future  is  the  direction  of  Soviet  policy.  Since  Mikhail  Gorbachev  came  to 
power  in  March  1985  the  Soviet  Union,  recognising  the  urgent  need  for 
domestic  economic  reform,  has  become  increasingly  interested  in  the  growth 
potential  of  Asia  and  the  Pacific.  In  a  speech  in  Vladivostok  in  July  1986,  Gor- 
bachev defined  the  Soviet  Union  as  a  "Pacific  power"  and  made  its  intention 
clear  of  participating  actively  in  the  future  development  of  the  Pacific.  The 
Soviet  Union's  request  to  take  part  in  the  Pacific  Economic  Co-operation 
Conference  indicates  its  growing  interest  in  the  region. 

At  present  some  within  the  Soviet  leadership  are  questioning  the  traditional 
emphasis  on  political  and  security  concerns  in  Soviet  policy  toward  Asia  and 
the  Pacific  and  are  advocating  a  shift  to  a  policy  emphasising  economic 
priorities.  We  must  closely  watch  the  Soviets  in  order  to  discern  their  inten- 
tions. Meanwhile,  it  would  be  unwise  to  slow  the  present  momentum  for 
change  by  rebuffing  Soviet  interest  in  Pacific  co-operation  on  political  and 
strategic  grounds.  Peace  and  stability  in  Asia  and  the  Pacific  cannot  arise  from 
exclusionary  principles  but  must  spring  from  a  form  of  co-operation  that  in- 
cludes all  countries  concerned. 


A  JAPANESE  MARSHALL  PLAN 

How  should  Japan  respond  to  the  above-mentioned  developments? 

The  two  oil  crises  of  the  1970s  have  adversely  affected  Japan's  trade 
balance,  but  it  quickly  recovered  and  is  now  recording  a  massive  surplus.  The 
major  reason  for  this  phenomenon  is  that  Japan's  industrial  structure  has 
shifted  from  one  centred  on  resource-intensive  heavy  industries  to  one  reliant 
on  industries  that  feature  high  technology  and  low  natural-resource  consump- 
tion. Another  reason  is  that  in  such  products  as  automobiles  and  consumer 
electronics  Japan  is  internationally  competitive  in  both  quality  and  price. 
Finally,  we  can  cite.  Japan's  high  saving  rate. 
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Several  factors  could  reduce  the  trade  surplus.  It  is  projected  that  the 
saving  rate  will  fall  as  the  proportion  of  elderly  people  in  the  population  grows 
and  social  security  payments  rise.  In  addition,  imports  of  manufactured  goods' 
will  increase  owing  to  the  rising  wages  and  the  resultant  loss  of  international 
competitiveness  in  manufactured  products.  Nevertheless,  for  some  time  Japan 
probably  will  continue  to  run  a  trade  surplus  and  will  remain  a  net  capital  ex- 
porter. Of  course,  at  a  time  when  the  United  States  has  become  a  net  capital 
importer,  Japan's  continued  ability  to  use  its  excess  domestic  savings  to  satisfy 
the  capital  needs  of  the  United  States  and  other  countries  is  desirable  seen 
from  the  viewpoint  of  global  economic  growth.  The  problem  is  how  best  to  use 
Japan's  enormous  saving  surplus  to  contribute  to  this  end. 

In  April  1986  I  delivered  a  report  entitled  "The  Potential  of  the  Japanese 
Surplus  for  World  Economic  Development"  as  a  representative  of  the  United 
Nations  University's  World  Institute  for  Development  Economics  Research  in 
Helsinki.  I  proposed  devoting  a  portion  of  Japan's  saving  and  current  account 
surpluses  to  the  growth  of  the  developing  countries. 

In  September  that  year,  the  Minister  of  Finance,  Kiichi  Miyazawa,  an- 
nounced that  Japan  was  prepared  to  make  a  special  contribution  of  SDR  3 
million  (approximately  US$3.6  billion)  to  the  IMF  to  allow  a  more  flexible 
response  to  the  developing  countries'  needs.  In  December  the  Japanese 
Government  announced  a  special  contribution  of  US$2  billion  to  the  World 
Bank. 

Whatever  the  method  chosen,  it  is  becoming  increasingly  important  to 
utilise  Japan's  huge  savings  and  current-account  surpluses  to  promote  the 
growth  of  the  world  economy.  In  the  Asia-Pacific  region  alone,  the  developing 
countries  urgently  need  to  improve  their  infrastructure,  such  as  roads,  ports, 
electric  power  supply,  telecommunications,  and  so  forth.  The  provision  of 
capital  through  such  institutions  as  the  World  Bank,  the  Asian  Development 
Bank,  and  the  Overseas  Economic  Co-operation  Fund  of  Japan,  as  well  as 
private  financial  institutions,  could  contribute  to  the  dynamic  growth  in  the 
region. 

More  concretely  speaking,  China's  seventh  five-year  plan  (1986-1990)  re- 
quires US$40  billion  in  foreign  capital  to  meet  the  annual  growth  target  of  7.5 
per  cent.  Indonesia  needs  US$2.5  billion  a  year  in  foreign  capital  to  fulfill  its 
development  goals.  Altogether,  the  countries  of  Asia,  including  South  Asia, 
require  no  more  than  US$20  billion  annually  in  foreign  exchange  for  their 
economic  development  plans.  In  view  of  the  fact  that  Japan's  net  long-term 
capital  outflows  in  1985  totalled  US$65  billion,  Japan  could  provide  the  major 
part  of  this  sum  on  its  own. 

What  I  am  proposing  is  a  Japanese  version  of  the  Marshall  Plan.  I  strongly 
hope  that  the  Japanese  Government  and  people  will  realise  that  it  lies  within 
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their  power  --  and  is  their  responsibility  --  to  take  the  initiative  in  aiding  the 
growth  of  the  developing  countries. 

At  present  almost  all  the  capital  leaving  Japan  is  being  invested  in  US 
bonds,  securities,  and  real  estate.  Diverting  some  of  this  money  to  the  develop- 
ing world  would  contribute  significantly  not  only  to  Asian  development  but 
also  to  the  global  economy.  Economic  growth  in  the  developing  countries 
would  raise  their  purchasing  power,  creating  a  larger  market  for  the  exports  of 
advanced  countries,  including  Japan.  Thus  the  economies  of  advanced  coun- 
tries would  also  grow,  establishing  a  "virtuous  circle"  of  growth. 

At  the  same  time,  Japan  must  continue  its  efforts  to  import  more  primary 
products  and,  more  important,  more  internationally  competitive  manufac- 
tured products  from  other  Asian  countries.  I  myself  believe  that  Japan  should 
aim  at  doubling  imports  from  the  rest  of  Asia  over  the  next  five  or  six  years.  If 
Japan  opened  its  market  further  and  developed  a  horizontal  division  of  labour 
with  other  Asian  countries,  economic  relations  between  Japan  and  the  rest  of 
Asia  would  expand  dramatically. 


PACIFIC  CO-OPERATION:  PROBLEMS  AND  PROSPECTS 
Regional  Interdependence  and  the  Need  for  Co-operation 

The  economic  development  of  Asia  and  the  Pacific  over  the  past  20  years 
has  increased  the  economic  interdependence  of  the  countries  in  the  region.  Our 
task  now  is  to  manage  and  develop  this  interdependence  in  such  a  way  as  to 
foster  a  better  balance  among  countries  and  ensure  the  region's  stability  and 
prosperity.  The  most  important  aspects  of  this  task  are  the  maintenance  of  an 
open  international  economic  system  and  industrial  restructuring. 

Strong  economic  growth  is  causing  dynamic  changes  in  the  international 
division  of  labour  among  the  countries  of  the  region,  and  comparative  advan- 
tage is  shifting;  the  development  of  the  NICs  is  part  of  this  process,  but  so  is 
trade  friction,  and  protectionism  often  strengthens  in  countries  that  wish  to 
maintain  the  status  quo. 

Industrial  restructuring  is  unavoidable  if  we  are  to  protect  the  free  trade 
system  that  has  fostered  the  region's  export-oriented  economies  and  promote 
the  development  of  economic  and  trade  relations  based  on  the  free  trade  prin- 
ciple. We  must  also  expand  trade  within  the  region.  In  1985  trade  within  the 
western  Pacific  region,  including  Northeast  Asia,  Southeast  Asia,  and 

•  Oceania,  accounted  for  only  15  per  cent  of  the  region's  total  trade,  while  trade 
with  the  United  States  was  close  to  40  per  cent.  In  contrast,  trade  within  the 

;  EEC  accounted  for  about  half  of  all  EEC  trade,  while  trade  with  the  United 
Mates  amounted  to  only  10  per  cent. 
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Increasing  interdependence  is  leading  to  a  growing  recognition  that  some 
form  of  regional  co-operation  is  the  most  effective  way  of  dealing  with  issues 
of  common  concern.  Close  consultation  on  shared  problems  and  on  the  im- 
plementation of  co-operative  measures  to  identify  and  resolve  economic 
disputes  before  they  develop  into  political  crises  will  promote  the  region's 
resilience  and  stability. 


Steady  Progress  in  Pacific  Co-operation 

The  concept  of  economic  co-operation  among  the  countries  of  the  Pacific 
has  been  debated  among  scholars,  business  people,  and  government  officials 
for  the  past  20  years.  The  first  person  to  articulate  the  issue  was  Professor 
Kiyoshi  Kojima  of  Hitotsubashi  University.  As  early  as  1965,  he  sought  to 
define  Pacific  co-operation,  calling  for  a  Pacific  free  trade  zone  along  the  lines 
of  the  EEC.  A  group  of  Japanese  scholars  interested  in  this  issue  have  explored 
regional  economic  co-operation  since  1968  in  the  Pacific  Trade  and  Develop- 
ment Conference.  Meanwhile,  the  Pacific  Basin  Economic  Council,  initiated 
by  a  group  of  business  people  in  1968,  has  helped  deepen  understanding  of  the 
region's  interdependence. 

The  Pacific  Economic  Co-operation  Conference  was  established  in 
September  1980,  on  the  occasion  of  the  Canberra  Seminar  convened  at  the 
behest  of  Prime  Minister  Masayoshi  Ohira  of  Japan  and  Prime  Minister 
Malcolm  Fraser  of  Australia.  The  founders  of  the  PECC  understood  the  need 
to  focus  on  existing  problems  in  a  pragmatic  and  flexible  way.  The  PECC  sear- 
ches for  areas  in  which  there  is  a  recognised  potential  for  co-operation  and 
seeks  formulas  for  successful  co-operation.  The  PECC's  tripartite  competition 
~  government  officials,  academics,  and  business  leaders  —  is  an  appropriate 
one  for  promoting  Pacific  co-operation  at  the  present  stage  of  development. 

As  it  broadens  its  scope  of  activities,  the  PECC  is  becoming  one  of  the 
most  authoritative  bodies  promoting  Pacific  co-operation,  and  its  work  will 
become  increasingly  important  as  time  passes.  The  PECC  considers  and 
recommends  policy  measures  to  enhance  co-operation,  policy  planning,  and 
the  prevention  of  friction  through  free  and  frank  exchanges  of  views,  at  the 
same  time  maintaining  close  links  with  the  governments  of  the  participating 
nations.  Task  forces  comprising  specialists  from  each  participating  country  ex- 
plore concrete  methods  of  co-operation  in  such  areas  as  trade,  investment, 
finance,  technology  transfer,  energy,  fishing,  livestock,  and  animal  feed. 

One  indication  of  the  progress  made  in  Pacific  co-operation  over  the  past 
several  years  was  the  decision  made  at  the  July  1984  meeting  in  Jakarta  of  the 
ASEAN  foreign  ministers  and  their  dialogue  partners  from  other  Pacific 
region's  countries  and  the  EEC  to  establish  a  "six  plus  five"  formula  for  inter- 
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governmental  talks  on  economic  development  in  the  Pacific  region.  In  accor- 
dance with  the  proposal  of  Indonesian  Foreign  Minister  Mochtar  Kusumaat- 
madja,  the  six-plus-five  formula  was  included,  in  addition  to  the  six  ASEAN 
foreign  ministers,  the  foreign  ministers  of  Australia,  Canada,  Japan,  New 
Zealand,  and  the  United  States.  It  was  agreed  that  six-plus-five  consultations 
would  be  held  once  a  year  and  would  cover  topics  in  two  general  areas: 
economic  developments  affecting  the  Pacific  region  and  proposals  for  specific 
co-operation  projects.  The  first  such  project  designated  had  to  do  with  the 
development  of  human  resources.  Working-group  meetings  in  Jakarta  in  the 
fall  of  1984  were  followed  by  a  conference  of  representatives  of  the  11  par- 
ticipating governments  and  the  ASEAN  secretariat  in  1985. 


Major  Issues  Facing  the  PECC 

It  is  still  too  soon  to  predict  the  final  outcome  of  the  Pacific  co-operation 
initiative.  At  present,  consensus  among  the  participating  countries  forms  the 
basis  for  activities,  and  it  would  be  counterproductive  to  force  the  pace  of  pro- 
gress. At  this  point  we  must  concentrate  on  strong  and  persistent  efforts  to  in- 
crease real  co-operation,  with  faith  in  our  ultimate  success.  It  is  most  impor- 
tant to  expand  activities  gradually,  on  the  basis  of  shared  interests,  procedural 
flexibility,  and  decision  by  consensus.  The  importance  of  ASEAN  initiatives 
cannot  be  overemphasised.  Pacific  co-operation  must  also  promote  the 
private-sector  activities  that  have  played  a  central  role  in  producing  the 
dynamism  of  Pacific  economic  development,  at  the  same  time  remaining  open 
to  the  rest  of  the  world. 

Three  points  regarding  our  future  efforts  deserve  emphasis.  First,  we  must 
deal  with  the  problem  of  turning  ideas  into  actual  policies.  We  can  see  from 
the  activities  of  the  PECC  task  forces  that  concrete  plans  for  Pacific  co- 
operation are  materialising.  Government-level  consultations  among  the  par- 
ticipating countries  are  desirable  to  determine  how  each  country  is  to  for- 
mulate specific  policies  and  how  the  costs  associated  with  policy  implementa- 
tion are  to  be  distributed.  In  raising  this  point,  attention  is  to  be  paid,  to  the 
proposal  to  establish  a  Pacific  Co-operation  Research  Fund,  made  by  the 
delegation  of  the  Japan  National  Committee  for  Pacific  Economic  Co- 
operation at  the  fifth  general  meeting  of  the  PECC,  held  in  Vancouver  in 
November  1986.  This  proposal  will  be  discussed  at  the  sixth  general  meeting, 
to  be  held  in  Osaka  in  May  1988. 

Second,  although  Pacific  co-operation  has  focused  mainly  on  trade  and 
economic  issues,  we  must  also  promote  cultural  and  educational  co-operation. 
Understanding  of  one  another's  history,  culture,  and  present  circumstances  is 
a  prerequisite  for  smoother  relations  among  the  nations  of  the  Pacific.  While 
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recognising  that  money  and  goods  are  the  main  forms  of  exchange  among  the 
Pacific  nations  at  present,  we  must  also  reaffirm  the  importance  of  com- 
prehensive co-operation,  which  includes  the  exchange  of  people,  information, 
and  culture.  Stress  is  to  be  made  on  the  need  for  governments  to  make  con- 
scious efforts  to  promote  cultural,  educational,  and  personnal  exchange  rather 
than  limit  themselves  to  the  economic  area,  where  to  some  extent  the  market 
mechanism  works  automatically. 

The  third  point  has  to  do  with  the  issue  of  "open  regionalism"  and  the  ex- 
tent of  national  participation.  Our  ideal  is  a  form  of  Pacific  co-operation  that 
is  open  to  all  countries.  Nevertheless,  the  political  realities  of  the  region  com- 
plicate the  automatic  application  of  this  principle.  In  the  circumstances,  the 
only  way  to  realise  open  regionalism  is  to  endeavour  to  include  all  countries 
that  share  the  objective  of  regional  interdependence  and  co-operation  and  wish 
to  contribute  actively  and  constructively  to  this  end. 


TOWARD  DYNAMIC  PACIFIC  CO-OPERATION 

In  conclusion,  an  emphasis  should  be  made  on  three  points  that  have  an  ef- 
fect on  the  achievement  of  true  Pacific  co-operation. 

The  first  is  that  the  export-oriented  economies  of  Asia  and  the  Pacific, 
which  are  responsible  for  the  region's  economic  dynamism  over  the  past  20 
years,  are  now  facing  difficulties  because  the  free  trade  system  on  which  they 
depend  is  under  assault  by  new  waves  of  protectionism  from  the  advanced  in- 
dustrialised countries.  Protectionist  measures  of  any  kind  impede  the  func- 
tioning not  only  of  bilateral  trade  but  also  of  the  entire  global  trading  system. 

In  today's  economic  environment  of  growing  interdependence,  a  co- 
operative approach  to  trade  and  economic  problems  aimed  at  upholding  and 
further  developing  free  trade  is  the  only  way  to  ensure  mutual  long-term 
benefit.  Trade  and  economic  problems  should  be  resolved  according  to  rules 
established  by  multilateral  consensus  rather  than  by  bilateral  negotiations.  The 
Pacific  co-operation  framework  facilitates  the  creation  of  such  rules.  If  the  na- 
tions of  the  Pacific  co-operate  to  uphold  an  open  and  free  trading  system,  they 
will  be  in  a  position  to  offer  international  leadership. 

The  second  point  is  that  because  the  countries  of  the  region  are  at  different 
stages  of  development,  Pacific  co-operation  provides  a  golden  opportunity  to 
address  the  North-South  problem  at  the  regional  level.  This  problem  has  been 
debated  at  the  global  level  in  such  forums  at  the  United  Nations,  but  the  diver- 
sity of  the  economies  of  the  South  and  the  conflicting  interests  of  the  countries 
of  the  North  have  made  a  global  approach  difficult.  A  North-South  Dialogue 
at  the  Pacific-region  level  could  afford  a  new  springboard  for  a  fruitful  inter- 
national dialogue. 
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The  Asian  NICs  have  already  achieved  an  economic  take-off,  and  the 
ASEAN  countries  have  begun  the  take-off  process.  Since  the  international 
competitiveness  of  ASEAN's  labour-intensive  industries  will  strengthen  as 
wages  continue  to  rise  in  the  NICs,  the  ASEAN  countries  can  expect  to 
develop  export-led  economic  growth.  Japan,  the  United  States,  and  the  other 
advanced  nations  of  the  region  can  facilitate  ASEAN's  take-off  by  providing 
capital  and  technology. 

In  addition,  the  advanced  countries  should  help  the  South  Pacific  nations 
to  develop  their  economies,  providing  aid  in  such  areas  as  fishing,  agriculture, 
and  tourism.  There  is  also  a  great  need  for  aid  to  improve  transportation  and 
communications  between  island  nations.  Such  co-operation  could  help  make 
the  Pacific  region  a  model  for  solving  North-South  problems. 

The  third  point  is  that  though  the  region  has  untold  potential  for  develop- 
ment, various  political  problems  still  stand  in  the  way.  The  problem  of  Cam- 
bodia is  one  such  hindrance  to  stable  development.  US-Soviet  tensions  also  af- 
fect the  region  deeply.  The  region's  potential  wealth  could  make  it  a  bone  of 
contention  between  the  superpowers. 

It  is  unrealistic  to  expect  that  conflicts  rooted  in  ideology  or  political 
systems  can  be  resolved  by  economic  means  alone.  Nonetheless,  economic 
strength  can  contribute  indirectly  to  the  gradual  relaxation  of  tensions. 
Though  the  region's  development  so  far  has  been  limited  to  trade  and 
economic  transactions,  this  has  formed  a  firm  foundation  for  fruitful  ex- 
changes in  other  areas,  as  well.  For  the  first  time  in  history  the  nations  of  Asia 
and  the  Pacific  have  a  common  basis  upon  which  to  build  comprehensive  ex- 

i  changes.  This  common  ground  provides  an  excellent  opportunity  for  pursuing 
the  long-term  objective  of  widening  and  deepening  interdependence  among 

i  countries  of  differing  cultures,  systems,  and  beliefs. 
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Reviews 


The  Conscience  of 
a  Great  Nation 

The  Japanese  Experience  in  Indone- 
.  sia:  Selected  Memoirs  of  1942-1945 

by  Anthony  Reid  and  Oki  Akira, 
lEds.  Athens,  Ohio:  Ohio  University 
'.  Monographs  in  International  Studies, 
,' Southeast  Asia  Series,  No.  72,  1986, 
■  411  pp.  This  review  article  by  Herma- 
'  wan  Sulistyo  is  translated  from  Kom- 
,pas,  15th  March  1987. 

What  does  Japanese  Occupation  for  three 
i  and  a  half  years  mean  to  Indonesia?  Most  of 
i  the  observers  pioneered  by  Harry  Benda,  con- 

•  sidered  the  period  of  the  Japanese  occupation 
(  as  a  watershed  in  the  history  of  Indonesia.  A 
'.  separating  dike  which,  for  many  conflicts  and 
I  problems  of  leadership  at  a  later  stage,  the  root 
t  of  those  could  be  traced  back  during  that 
I  period.  To  put  it  simply,  this  view  holds  that 
t  there  was  a  kind  of  historic  interdependence 
!  between  the  Dutch  colonial  period  prior  to  the 
i  advent  of  the  Japanese,  and  that  since  the  esta- 
:  blishment  of  the  Republic  of  Indonesia. 

Another  view  that  emerged  thereafter  con- 
:  cerning  the  function  of  the  Japanese  occupa- 
:  tion  in  the  history  of  Indonesia  is  that  it  was 
:  only  a  transformation  period  and  a  continua- 
:  tion  of  the  previous  one.  If  one  intends  to  iden- 
'  tify  the  roots  of  the  matter  (concerning  leader- 
s  ship,  for  example)  after  the  independence,  one 
"  has  to  trace  back  during  the  colonial  period 

•  when  it  was  at  its  peak,  namely  in  the  19th  cen- 
tury. A  second  way  to  clarify  the  problem  is  by 

i  giving  a  new  frame  of  reference  to  the  forms  of 


historic  matters  during  the  period  of  Japanese 
occupation  itself.  Such  a  view  was  for  example 
put  forward  by  McCoy  in  Southeast  Asia 
Under  Japanese  Occupation. 

This  book  which  is  edited  by  Reid  and 
Akira  clearly  endorses  the  former  point  of  view 
(the  school  of  thought  developed  by  Benda). 
The  introduction  of  Reid  and  Akira  has  re- 
ferred to  the  period  as  being  a  critical  one  for 
the  development  of  this  country.  This  is  even 
more  so  after  reading  its  contents. 


BLACK  PAGE 

This  book  is  divided  into  three  parts,  the 
whole  contents  comprising  17  biographies  of 
various  Japanese  writers  involved  in  the  period 
of  Japanese  occupation  in  Indonesia.  The  first 
part  is  an  account  on  the  period  of  the  inva- 
sion, the  surrender  of  the  Allied  Forces  and 
Pacification.  The  second  part  gives  an  account 
on  the  Administration  and  Mobilisation  Period 
(1942-1945)  and  the  last  part  relates  the  events 
concerning  Japan's  surrender  and  the  process 
of  Indonesia's  independence. 

As  is  the  case  with  a  biography,  the  pieces 
of  biographies  quoted  from  here  and  there,  the 
more  so  with  a  focused  topic,  will  certainly  be 
pleasant  to  read.  Even  reading  this  book  is  like 
reading  a  novel  or  a  fiction.  However,  viewed 
through  critical  spectacles,  this  book,  of  which 
nearly  all  parts  have  been  separately  published 
in  the  form  of  autobiographies,  immediately 
presents  an  interesting  subjective  condition. 
Firstly,  the  authors  are  ex-soldiers,  or  at  least 
Japanesej;ivilian  officials  who  were  involved  in 
the  occupation  of  Indonesia.  Some  of  them 
were  thereafter  found  guilty  as  war  criminals. 
With  such  a  background,  the  writings  on  their 
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own  experiences  are  certainly  not  free  from 
being  biased.  Consciously  or  not,  one  gets  the 
impression  that  the  black  pages  of  their  history 
are  being  ommitted  and  making  the  authors  as 
though  they  were  "heroes,"  or  at  least 
"friends"  of  Indonesians.  For  example,  the 
writings  of  Fujiwara  Iwaichi  and  Inoue  Tetsuro 
on  the  initial  Japanese  period  in  Sumatra 
resemble  the  story  of  James  Bond. 

Secondly,  except  one  or  two  parts  are  based 
on  documents  found  scattered  during  the  war, 
nearly  all  of  the  writings  were  written  many 
years  and  even  decades  after  the  events.  Un- 
doubtedly there  are,  perhaps  many,  differences 
in  terms  of  the  accuracy  of  the  data  and  atmos- 
phere, if  they  are  compared  with  the  real  facts. 
Fortunately  the  abovementioned  major  flaws 
are  brilliantly  curtailed  and  covered  up  by  the 
accuracy  of  both  editors  through  footnotes. 
Many  deviations  in  data  are  given  contra  notes 
so  as  to  constantly  remind  the  readers  of  the 
objectivity  of  the  contents.  The  extensive  scope 
and  details  presented  by  Reid  and  Akira  are 
really  amazing. 


Aside  from  the  aforementioned  ones,  this 
book  reveals  many,  things  which  were  not  likely 
to  be  known  by  many  Indonesians  prior  to  this, 
especially  on  account  of  their  original  source 
which  are  written  in  Japanese.  For  instance, 
that  one  on  Imamura.  How  this  principal 
general  had  taken  part  in  the  first  landing  on 
Java  and  that  his  ship  was  sunk  by  the  Dutch 
before  he  was  eventually  saved  by  a  raft  on  the 
coast  of  Merak.  Also  how  he  uttered,  "Is  this 
really  a  war?",  because  he  was  startled  at  the 
friendliness  of  the  inhabitants  in  wellcoming 
the  arrival  of  the  Japanese.  The  conflicts 
amongst  the  Japanese  themselves  concerning 
the  policy  on  Indonesia.  The  conscience  of  a 
great  nation  who  experienced  victory  and 
defeat  in  waging  war  and  the  like. 

All  of  these  make  this  book  more  than 
worth  to  be  translated  into  Indonesian.  One 
technical  flaw  is  that  the  setting  of  this  book  is 
meant  to  be  a  monographic  one,  so  that  the 
placing  of  footnotes  is  often  disturbing  and  its 
typography  tiring  for  one's  eyes. 


CONSCIENCE 

The  footnotes  provided  by  the  editors  also 
give  some  other  kind  of  balance.  In  writing  the 
history  of  Japanese  occupation  in  Indonesia 
there  are  three  perspectives  with  their  own 
respective  biases.  Firstly,  the  European/ 
Western  or  Dutch  perspective.  Secondly,  the 
Japanese  perspective,  and  thirdly,  the  Indone- 
sian perspective.  The  whole  of  the  memoirs  in 
this  book  is  indeed  dominated  by  the  second 
perspective.  However,  the  footnotes  of  Reid 
and  Akira  present  the  other  two  perspectives. 
There  are  indeed  one  or  two  things  that  need  to 
be  clarified  as  they  are  over-looked  by  the 
editors.  For  example,  there  is  no  detailed  expla- 
nation like  in  the  other  parts,  on  how  the 
memoirs  of  Hatta,  Ahmad  Subardjo  and 
Nishijima  Shigetada  could  contradict  each 
other  concerning  the  same  event.  Was  there 
any  political  interest  behind  the  historical  one 
in  regard  to  the  story  of  the  drafting  of  the  text 
of  the  Independence  Proclamation  of  the 
Republic  of  Indonesia? 


Cambodia's  Revolution 
and  Vietnam's  Invasion 

When  the  War  was  Over:  the  Voices 
of  Cambodia's  Revolution  and  It's 
People  by  Elisabeth  Becker.  New 
York:  Simon  and  Schuster,  1986,  502 
pp.  This  review  article  by  Wiratmo 
Soekito  is  translated  from  Suara 
Karya,  3rd  April  1987. 

Elisabeth  Becker  is  a  journalist  from  the 
most  prominent  US  newspaper,  The  Washing- 
ton Post,  who  in  1978  together  with  Malcolm 
Caldwell  and  Richard  Dudman,  were  invited 
by  the  Khmer  Rouge  Government  (Pol  Pot)  to 
Phnom  Penh  to  find  out  whether  the  allega- 
tions were  true  that  in  Cambodia  human  rights 
were  being  infringed  upon. 
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Like  Becker,  Dudman  was  a  journalist, 
namely  from  the  US  newspaper  St.  Louis  Post 
Dispatch.  However,  Caldwell  was  not  a  jour- 
nalist but  a  scholar  who  was  lecturer  in  Lon- 
don's School  of  Oriental  and  African  Studies, 
he  was  not  an  American  but  an  Englishman.  It 
is  this  institute  that  publishes  the  prestigious 
The  China  Quarterly,  an  international  journal 
on  China  studies. 

According  to  the  author  (Mrs.  Becker) 
Caldwell  was  one  of  the  few  who  supported  the 
Pol  Pot  regime  (p.  331).  Perhaps  one  still 
remembers  that  Caldwell  was  killed  by  a  group 
of  pro-Hanoi  Cambodians  who  left  Mrs. 
Becker  and  Dudman  unharmed. 

The  murder  of  Caldwell  reminds  one  to  the 
period  of  the  Cambodia  War  (1970-1975) 
when,  under  the  rule  of  the  non-communist 
Lon  Nol  Government,  many  Western  jour- 
nalists were  kidnapped  and  murdered  by  the 
Khmer  Rouge  guerrilla  troups  to  discredit  the 
authority  of  the  Phnom  Penh  Government. 
This  was  also  the  case  with  the  murder  of 
Caldwell  in  Phnom  Penh,  though  he  was  not  a 
journalist.  On  the  other  hand,  American  jour- 
nalists were  just  not  murdered  by  the  terrorists. 

Perhaps,  the  pro-Hanoi  Cambodian  ter- 
rorists deemed  it  important  that  Caldwell  be 
killed  to  discredit  the  Khmer  Rouge  Govern- 
ment. However,  on  the  other  hand,  it  could 
give  the  impression  that  the  pro-Hanoi  ter- 
rorists were  afraid  that  visitors  would  write 
about  Cambodia's  revolution  which  would  be 
to  the  advantage  of  Pol  Pot.  In  fact  this  fear 
was  unfounded. 

Although  the  Khmer  Rouge  called  the  war 
in  Cambodia  a  revolutionary  war,  however 
essentially  what  was  called  Cambodia's  revolu- 
tion was  that  one  launched  by  the  end  of  Cam- 
bodia's war,  particularly  after  the  establish- 
ment of  the  Republic  of  Democratic  Cambodia 
in  1976  which  terminated  Sihanouk's  King- 
dom. Quoted  by  the  author  (p.  175),  Pol  Pot 
said  in  his  victory  address  in  July  1975  that  the 
achievement  of  such  a  great  victory  in  only  five 
years  had  really  been  a  very  short  time. 

However,  Pol  Pot  seemingly  was  unaware 
of  the  fact  that  the  Cambodia  War  which  had 


lasted  for  five  years  was  only  part  of  the 
Second  Indo-China  War  which  had  lasted  for 
15  years  (1960-1975).  It  is  difficult  to  describe 
how  the  outcome  of  the  Cambodia  War  would 
have  been  if  North  Vietnam  had  not  signed  the 
1973  Paris  Agreement  with  the  US.  As  a  logical 
consequence  of  the  1973  Paris  Agreement,  the 
US  had  to  cease  the  bombing  of  North  Viet- 
nam. Since  in  that  same  year  the  Kingdom  of 
Laos  also  signed  a  cease  fire  agreement  with 
North- Vietnam,  the  US  therefore  also  ceased 
the  bombing  of  Pathet  Lao. 

This  stage  of  development  only  pushed  the 
US  to  launch  the  bombings  of  Cambodia  as 
such,  so  as  to  arouse  the  anger  of  public  opi- 
nion in  the  US.  On  the  other  hand  the  1973 
Paris  Agreement  had  demoralised  the  army  of 
the  Republic  of  Cambodia  (Lon  Nol).  Although 
in  Lon  Nol's  military  campaign  in  early  1973 
there  were  far  more  casualties  on  the  side  of  the 
Khmer  Rouge,  yet  they  managed  to  gain  the 
conviction  that  they  were  undefeatable. 
Especially  because  the  Khmer  Rouge  managed 
to  weaken  the  morale  of  their  enemy's  troops 
to  win  the  war.  If  the  Cambodian  communists 
could  continue  to  make  headways  under  the  US 
bombardment,  what  would  have  stopped  them 
(p.  171). 

After  the  war  had  ended,  not  only  in  Cam- 
bodia (17  April)  but  also  in  South  Vietnam  (1 
May),  {he  Khmer  Rouge  was  inspired  with  the 
notion  of  a  revolution  that  would  equip  them 
with  what  they  conceived  as  a  layer  of  steel 
plated  armoured  bulwark  against  foreign 
domination  and  at  the  same  time  enables  them 
to  attain  a  second  objective,  namely  to  rebuild 
and  modernise  Cambodia  by  stepping  up  the 
living  standard  of  its  population  and  eradicate 
poverty  among  the  people.  This  is  the  objective 
pronounced  in  all  communist  revolutions  (p. 
177). 

The  difficulty  for  the  Khmer  Rouge  was 
that  what  they  meant  by  foreign  domination 
was  not  only  that  of  the  West  (the  US,  France) 
but  also  of  Vietnam.  Although  in  his  interview 
with  the  author  in  1978  Pol  Pot  said  (p.  431) 
that  Vietnam  should  first  become  a  Soviet 
Satellite  before  annexing  Cambodia  and  made 
it  a  satellite  of  the  Federation  of  Indo-China 
under  the  control  of  Vietnam.  Strangely 
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enough  the  Khmer  Rouge  felt  they  were  ins- 
pired by  the  Soviet  Union.  As  seen  by  the 
author  (p.  431),  Khmer  Rouge's  revolution  was 
in  line  with  a  number  of  models  occurring  prior 
to  this.  Namely  in  the  Soviet  Union.  During  the 
first  revolution,  the  Soviet  Union  promulgated 
the  martial  law.  Thereafter,  the  martial  law 
continued  to  be  enacted  with  the  hope  that  the 
road  to  socialism  would  be  extended. 

In  the  second  revolution,  Stalin  forced  the 
Russians  to  make  horrible  sacrifices  including 
their  own  lives  so  that  within  just  a  few  years 
the  stage  of  industrialisation  could  be  achieved 
(in  fact,  according  to  the  reviewer,  it  is  not 
quite  correct  to  label  the  period  under  Lenin  as 
the  first  Revolution  and  the  period  of  Stalin's 
government  as  the  second  one.  Since,  what  is 
usually  called  the  first  revolution  in  Russia  is 
the  February  Revolution  led  by  Kerensky  and 
the  second  one  was  that  of  October  under  the 
leadership  of  Lenin). 

Although  in  1978  she  was  incited  to  Phnom 
Penh  with  the  expectation  that  she  would  write 
reports  which  would  save  Pol  Pot's  interna- 
tional reputation,  the  author  (p.  221)  evidently 
criticised  the  Khmer  Rouge  Government  as  a 
government  of  terror.  According  to  the  author, 
the  Khmer  Rouge  constitutes  a  life  evidence  of 
the  fact  that  it  is  not  true  if  it  is  said  that  power 
is  generated  by  the  barrel  of  the  gun  (as  was 
taught  by  Mao  Zedong).  The  fact  is  evident 
that  the  weapons  of  the  Khmer  Rouge  which 
succeeded  in  destroying  the  old  regime,  could 
eventually  not  create  a  new  power  base. 

The  author  quotes  Hannah  Arendt,  an 
observer  of  revolutions,  who  stated:  "The 
price  is  very  high  to  replace  power  with 
violence  in  order  to  create  victory  ...  eventually 
what  would  happen  is  the  destruction  of  all 
powers."  The  Khmer  Rouge  Government  has 
been  so  elaborately  discussed  as  a  government 
of  terror  (pp.  217-270)  so  that  this  book  may  be 
compared  with  Fire  in  the  Lake  by  Frances  Fitz 
Gerald  and  Sideshow  by  William  Shawcross. 

However,  the  reviewer's  question  is,  as  to 
whether  Vietnam's  invasion  of  Cambodia  by 
the  end  of  1978  which  initiated  the  Third  Indo- 
China  War,  can  be  viewed  as  a  test  case  such  as 
the  Austrian-German  invasion  of  France  in 


1972,  three  years  after  the  outbreak  of  the 
revolution  which  had  brought  about  the 
destruction  of  the  Bastille  prison.  Or,  is  it 
merely  a  support  to  a  revolt  against  a  revolu- 
tion cursed  by  the  god  of  failure. 


Portrait  of  a  Village 

Socio-cultural  Aspects  in  Rural 
Development  (In  Indonesian:  Aspek 
Sosial  Budaya  dalam  Pembangunan 
Pedesaan)  by  Soedjito.  Yogyakarta: 
Tiara  Wacana,  1987,  164  pp.  This 
review  article  by  Herman  Darmo  is 
translated  from  Kompas,  15th  March 
1987. 

If  one  agrees  that  modernisation  is  in  many 
respects  a  change  of  attitude,  and  that  develop- 
ment is  modernisation,  thus  many  variables  are 
needed  to  achieve  it.  One  of  them  which  is  most 
striking  has  been  described  by  Daniel  Lerner  in 
The  Passing  Traditional  Society,  or  also  by 
Everett  M.  Rogers,  in  Modernisation  Among 
Peasants,  the  Role  of  the  Mass  Media.  When 
Lerner  visited  Balgat,  a  village  located  eight 
kilometres  from  Ankara,  Turkey  in  1950, 
Balgat  had  really  a  traditional  status  in  terms 
of  its  economy  and  socio-culture.  Its  location  is 
isolated,  far  away  from  transportation  means 
and  information  sources,  except  a  wireless  set 
is  the  only  one  possessed  by  the  village.  Four 
years  later,  when  Balgat  possessed  69  wireless 
sets  and  means  of  transportation  to  Ankara, 
Lerner  had  witnessed  an  enormous  change  in 
its  social  economy. 

It  is  this  "transitional"  variable  which  is 
hardly  touched  upon  by  Soedjito  in  his  book: 
Aspek  Sosial  Budaya  dalam  Pembangunan 
Pedesaan  (Socio-cultural  Aspects  in  Rural 
Development),  when  he  has  to  answer  the  ques- 
tion as  to  why  and  what  conditions  are  needed 
for  a  social  change  to  occur  in  the  rural  com- 
munity of  Indonesia.  The  author  apparently 
only  believes  in  the  reliable  factor  of  formal 
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education  in  that  process  to  such  an  extent, 
that  he  frequently,  has  to  remind  the  readers 
from  the  beginning  of  the  book  to  the  end,  of 
its  importance.  If  the  purpose  of  this  book  is  to 
reach  that  objective,  this  major  shortcoming 
should  be  put  forward  first.  Except  if  the 
author  only  intends  to,  merely  describe  various 
problems  inherent  in  Indonesia's  rural  areas  as 
an  introductory  framework  of  thoughts  and  ex- 
perience, hence  only  some  small  notes  are 
needed. 

The  description  of  the  rural  layers  of  socie- 
ty, for  example,  which  is  written  by  the  author 
on  the  basis  of  capital  ownership:  the  first  layer 
comprises  those  who  own  food  stock  and  entre- 
preneurial development  as  their  capital;  the 
second  layer  constitutes  those  who  own  only 
food  stock  as  capital;  and  the  third  layer  con- 
sists of  those  who  own  neither  of  the  above- 
mentioned  items.  In  the  context  of  problems  as 
described  in  this  book,  something  seems  to  be 
missing;  do  factors  of  educational  background, 
religious  affinity  and  seniority,  not  frequently 
play  a  role  too?  In  other  words,  the  stratifica- 
tion of  the  rural  community  cannot  simply  be 
separated  from  a  number  of  variables. 

When  the  author  questions  the  difference 
between  urban  and  rural  cultures,  using  the 
terms  "developed"  and  "less  developed 
culture"  in  describing  the  processes,  this 
should  also  be  queried.  It  is  not  impossible  that 
rural  people  consider  the  "dancing  of  the  ur- 
ban people"  as  a  less  developed  culture. 
Perhaps  it  would  be  more  appropriate,  if  one 
wants  to  keep  using  the  differentiation,  to  use 
the  terms  "traditional"  and  "modern"  in  this 
regard. 

As  to  the  rest,  the  author  is  quite  successful. 
How  is  the  current  rural  social  cohesion  after 
being  faced  by  various  new  needs  originating 
from  the  cities?  What  kind  of  economic  system 
is  presently  prevailing  in  rural  areas?  How 
about  the  social  values  presently  prevailing  in 
rural  life,  such  as  mutual  help,  for  example? 
Which  social  values  are  conducive  to  and  which 
are  obstructing  development?  And  why  are  all 
those  socio-cultUral  aspects  important  to  be 
taken  into  account  in  rural  development?  All 
of  those  are  presented  by  the  author  by  using 
an  "appropriate"  approach,  a  historical  ap- 


proach, one  which  is  rarely  used  by  our  socio- 
logists. 


Studying  the  Causes 
of  Mortality 

Socio-Economic  Correlates  of  Mor- 
tality in  Japan  and  ASEAN  by  Ng 
Shui  Meng,  Ed.  Singapore:  ISEAS, 
1986,  295  pp.  This  review  article  by 
Prijono  Tjiptoherijanto  is  translated 
from  Tempo,  4th  October  1986. 

Mortality  rate  and  similarly  that  of  GNP 
and  literacy,  has  become  the  criterion  to 
measure  the  stages  of  development  and  mo- 
dernisation and  has  been  accepted  by  scholars 
in  economic  development.  These  indicators  not 
only  can  indicate  economic  progress,  but  also 
the  aspect  of  welfare  which  was  formerly  over- 
looked. 

Being  aware  of  this,  the  National  Institute 
for  Research  Advancement  (NIRA)  under  the 
co-ordination  of  the  Institute  of  Southeast 
Asian  Studies  (ISEAS)  conducted  a  research  on 
socio-economic  problems,  which  is  closely 
related  to  the  mortality  rate  in  Japan  and  in 
ASEAN  member  countries  as  well.  The  result 
has  been  recorded  in  the  book  entitled  Socio- 
Economic  Correlates  of  Mortality  in  Japan  and 
ASEAN,  edited  by  Ng  Shui  Meng. 

It  is  indeed  difficult  to  find  common 
grounds  in  the  study  made  in  various  countries 
with  different  socio-economic  environments. 
The  mortality  rate  alone  differs  between  coun- 
tries. In  Japan,  for  example,  the  ratio  is  6.6  per 
1,000  whereas  in  Indonesia  it  is  16.7  per  1,000. 
This  figure  for  Indonesia  is  quite  high  com- 
pared with  the  crude  death  rate  or  CDR  for 
ASEAN,  which  is  only  15.2  per  1,000.  Why? 
Undoubtedly  a  study  should  be  made  on  the 
background  of  the  economic  environment  and 
social  condition  which  cause  the  differences  in 
the  figures. 
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Using  as  references  the  infant  mortality 
rate,  life  expectancy  and  various  causes  of 
death,  attempts  are  being  made  to  analyse 
socio-economic  problems  that  may  induce 
mortality  rate.  It  has  been  realised  that  many 
causes  of  death  are  apparently  difficult  to  be 
further  detected,  such  as  due  to  infection, 
fever,  or  because  of  old  age.  Such  causes  are  in- 
deed beyond  the  scope  of  researchers  so  that 
they  have  not  as  yet  been  further  elaborated. 

Based  on  the  regular  pattern  of  mortality, 
information  has  been  obtained  that  the  prime 
cause  of  death  in  ASEAN  member  countries  is 
the  prevalence  still  of  contagious  deseases. 
Hence  it  is  not  surprising  that  in  many  develop- 
ing countries,  including  ASEAN,  the  primary 
killers  are  infectious  deseases,  children  illnes- 
ses, diarrhea  and  tuberculosis.  Meanwhile 
Japan,  with  a  national  income  on  a  par  with  in- 
dustrialised countries,  is  more  haunted  by 
modern  killers  such  as  hearth  diseases  and 
cancer.. 

This  change  of  the  causes  of  death  is  cer- 
tainly closely  related  to  the  development  stage 
of  each  country.  Apparently  it  is  this  angle  that 
this  research  wants  to  highlight.  However,  that 
goal  has  not  as  yet  been  fully  achieved.  More 
indepth  studies  are  called  for  instead  of  merely 
basing  research  on  socio-economic  variables, 
which  are  assumed  to  greatly  affect  the  mor- 
tality rate.  In  fact,  a  more  profound  research  in 
related  development  stages  with  the  change  ol 
the  pattern  of  morbidity  is  urgently  needed. 

Starting  as  trom  the  basis  of  socio- 
economic factors  which  have  greatly  affected 
the  mortality  rate,  the  research  in  Japan  con- 
ducted by  Shinsuke  Morio  and  Shigesato 
Takahashi,  also  looked  on  environmental, 
demographic,  environmental  health,  public- 
health,  child-health,  economic,  social,  and 
reproduction  factors  which  are  assumed  of 
having  some  connection  to  mortality.  Mean- 
while in  Indonesia,  socio-economic  factors,  in- 
dividual or  social,  and  biological  ones  are 
assumed  to  strongly  affect  the  mortality  rate. 

Those  analyses  are  unquestionably  based 
on  Henry  Mosley's  view,  who  has  analysed  a 
great  number  of  cases  on  infant  and  child 
deaths  in  developing  countries,  such  as  in  the 
state  of  Kerala,  India.  He  often  faced  dif- 


ficulties since  various  variables  were  inter- 
dependent upon  one  another.  The  variable  of 
income,  for  example,  is  often  closely  related  to 
housing,  consumption  of  electricity,  or  even  to 
the  level  of  education.  In  social  researches, 
such  multi-collinearities  are  indeed  difficult  to 
avoid,  so  that  people  often  opt  for  collinear 
variables. 

The  interesting  discussion  of  this  book  lies 
also  in  the  groupings  of  the  society  studied. 
Japan,  for  example,  attempts  to  view  mortality 
on  the  basis  of  groupings  in  occupation.  This 
means  that  with  regard  to  certain  jobs  or  work 
one  occupies  at  what  age  do  most  people  die  in 
those  occupations.  Related  to  the  causes  of 
death  within  those  groups,  it  is  interesting  to 
read  the  analysis.  One  will  know  in  certain 
groups  of  occupation  or  jobs,  for  how  long  one 
would  manage  to  live.  If  death  occurs  the  cause 
can  easily  be  detected,  though  crudely. 

Aside  from  tne  difference  of  the  societal 
groups  analysed,  the  socio-economic  variables 
made  to  serve  as  changeable  factors  to  explain 
the  occurrence  of  death  also  differ.  Singapore, 
for  example,  uses  some  standard  variables  like 
those  in  the  industrialised  countries:  beds  in 
hospital,  the  ratio  of  doctors  to  patients,  ratio 
of  midwives  to  women  giving  birth  and  the 
like. 

Such  ratios  can  undoubtedly  be  used  by  a 
small  country  which  has  reached  the  industri- 
alised stage.  What  do  those  figures  mean  if 
they  are  applied  in  Indonesia,  for  example? 
The  ratio  of  doctors  to  patients  or  to  the 
population  does  not  mean  much,  considering 
that  a  greater  part  of  the  number  of  doctors 
live  in  cities,  whereas  the  sick  people  who  need 
medication  are  mostly  concentrated  in  rural 
areas. 

Nevertheless,  Thailand  is  also  tempted  to 
use  such  ratios  as  population  to  nurses,  popula- 
tion to  public  health  centres,  or  population  to 
hospitals.  Does  Thailand  feel  itself  on  a  par 
with  Singapore?  Perhaps,  if  only  the  health  in- 
dicator is  being  viewed.  Accordingly,  a  more 
detailed  study  is  called  for.  This  is  even  more  so 
if  the  indicator  also  encompasses  life  quality 
such  as  PQLI,  which  is  beginning  to  be  widely 
discussed,  not  only  by  scholars  in  the  field  of 
economic  development  but  also  by  decision 
makers  in  state  affairs. 
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